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DEFENCE SALES AND MILITARY AID TO INDIA AND PAKISTAN 
1947 - 1976 : BRITISH AND US POLICIES 

You asked me to look into the reasons behind the preparation of this 
comprehensive Research Department memorandum and to give you any comments 
that I might have on it. 

2. South Asia Department tell me that the memorandum was prepared by 
Research Department as the result of a misunderstanding over a request for 
information which SAD put to them some time ago. In my experience, this is 
not an uncommon origin for Research Department memoranda. South Asia 
Department are now wondering what to do with the memorandum since they have 
been given far more information than they had asked for. 

3. Nevertheless, I believe that Research Department's efforts may not have 
been entirely in vain. Mr Sanders' covering minute is, if I may say so, an 
admirable summary of the lessons to be learnt from this extraordinary history. 
The memorandum does indeed paint a vivid picture of the convulsions which the 
British Government underwent during successive attempts to formulate a coherent 
defence sales policy towards India and Pakistan with wider political ends in 
mind. Mr Sanders rightly pours scorn on the practical results of this policy 
over the years. My only comment is to suggest that he perhaps underestimates 
(or even ignores) the pressures, both domestic and international, to which 

any government is subject. These pressures often oblige a government to take 
action which, in the cold light of historians' afterthoughts, may seem to be 
less them in our best interests in the narrow context of British relations 
with the Sub-continent. 

4. It also seems to me that Mr Sanders rather misses the point about the 
Carter initiative. It is true that the United States, as the world's largest 
single arras exporter, has taken unilateral action to restrict its exports of 
defence equipment. But the long term aim of the Carter policy, both public 
and private,is to work towards precisely the broad international agreement 

on limiting conventional arms transfers to which Mr Sanders refers. In our 
case, the way to such broad international agreement inevitably lies through 
a preliminary and realistic appraisal of our own interests; and this is what 
we are currently engaged in. 


21 September 1977 




Defence Department 
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DEFENCE SALES OF MILITARY AID TO INDIA AND PAKISTAN 1947-76: 
BRITISH AND US POLICIES 


A 


B 


The attached Research Department memorandum provides a 
record, in accessible form, of the ups and downs of this story 
over the years, as the background for South Asian Department's 
development of defence sales policy towards India and Pakistan 
in the future. As such it will, I hope, prove useful. 

2. The paper also constitutes a rare case study of the practical 
effects of attempts to achieve political ends by controlling the 
supply of arms. It is perhaps fair to conclude from it that when 
political motives led HMG, either in company with the US admini¬ 
stration or independently, to hold back on the provision of 
military equipment or military aid, we 

(a) in general did not achieve the political objective of 

this tactic, and sometimes ended up less well placed 
than before; 

(b) caused friction in Anglo-Indian or Anglo-Pakistan 

relations or both without securing any compensating 
advantage. Improvements in Indo-Pakistani relations 
either did not happen, or, when they did, arose from 
causes other than UK/US restraint in arms supplies; 

(c) lost worthwhile traditional markets to others, sometimes 

with political and even strategic implications, eg the 
episode related in paragraphs 20, 21, 38 and 39 whereby 
the Soviet Union became the main supplier to the Indian 
Navy, over which she was subsequently able to exert 
undue influence. 

3. Three other points merit mention. 

(a) We rarely explained, let alone canvassed support for 

our policy amongst our European and Commonwealth 
colleagues. 

(b) The process of decision making was painfully slow 

(eg over frigates for Pakistan - see paragraphs 54 to 
56 - and corvettes and Jaguars for India - see 
paragraphs 59 and 61). 

(c) Worse still, Whitehall's performance was not fautless. 

The Ministry of Defence were guilty of a serious 
indiscretion in 1971 (see paragraph 45); and 
Islamabad telegram No 787 of 3 August (copy attached) 
suggests that needless damage to our relations with 
India and Pakistan, due to failure of coo^^a^ion 
in London, can still be a feature of the scene. 
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4. All in all, it is not surprising that India was encouraged 
to deal with the Soviet Union and East Europe, and Pakistan to 
look elsewhere than the UK for arms supplies. Perhaps of more 
immediate relevance, in the light of President Carter's views on 
limiting conventional arms transfers, the story indicates 
strongly that renewed attempts to achieve political ends, 
including specifically the reduction of tension between potential 
parties to a conflict, by limiting conventional arms transfers 
without broad international agreement on that course is likely 

to end to British disadvantage, particularly when we have been 
a traditional supplier. The greater weight given to British 
national and commercial interests in policy decisions on arms 
sales to India and Pakistan since mid-1976 seems fully justified. 

5. May I draw your and other recipients' attention to the 
covering note attached to this paper. 



J L Y SANDERS 
Director of Research 


6 September 1977 


Copies to : 

Sir A Duff a.a. 

Mr Graham 
Mr Hibbert 
Mr Cortazzi 
Mr Murray 
Mr O'Neill SAD 
Mr Mallaby ACDD 

Mr Wilberforce DEPENCE DEPARTMENT 
Mr Crowe PLANNING STAPP 
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DEFENCE SALES AND MILITARY AID 
TO INDIA AND PAKISTAN 1947-1976: 
BRITISH AND AMERICAN POLICIES 
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Annex VI ICO letter dated 17 September 1976 setting out current policy 
on defence sales to Pakistan. 

Annex VII Exports Guarentees Act, 1968 and the Overseas Investment 
and Export Guarentees Act, 1972. 

Annex VIII Military Expenditure by India and Pakistan 1972-1975 and Arms 
Transfers to these countries 1965~197^« 

Annex IX Main items of British military equipment in use in the Indian 
and Pakistan Armed Forces 
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DEFENCE SAI.ES AND MILITARY AID TO INDIA AND PAKISTAN 
19^7-1976 ; BRITISH AND AMERICAN POLICIES 


Ini rodnct.ion 

r 

This paper sets out to note changes in British and, to some extent, American 
policy on defence sales and military aid to India and Pakistan, 19 , »7-1976. It 
docs not attempt to justify these policies nor to quantify defence sales over 
this 29 year period. Particular attention is given to the periods of Indo-Pakistan 
confrontation (1965 and 1971). 

19^7-1961 : The Early Years of Independence 

</ 

British Policy^ 


1. Prior to the British departure from India in I9V7 a Joint Defence Council was 
set up to organise the division and distribution of military equipment and service¬ 


men between India and Pakistan in the ratio of 2:1. 


2. In addition to a proportion of the equipment and stores already in the country 
both the Indian and Pakistan governments requested additional military equipment 
and HMG* * agreed that "as a matter of principle" these requests should be met "so 
far as we are able to do so" (l). In fact HMG, thenMr Atlee's Labour Government, 
decided in January 19^8 to give high (Class I) priority to supplying arms and equip¬ 
ment to the Dominions. 

"Both from the point of view of Commonwealth collaboration and the assistance 

which we may expect from the Dominions in a future war, it is most important 

/ 

that their armed forces remain highly equipped and standardised with our own. 

We should, therefore, give high priority to any requests for British equipment 
from the Dominions but v/e should hope that they would themselves produce the 
majority of their requirements under licence, this would be in accordance 
with our policy of raising the v/er potential of the Dominions relative to that 
of the UK." 

This position was subsequently modified and, by March 19 , *8, India and Pakistan Had 
been demoted from Class I to Class 5 priority (2). 


t Labour (l9 f <7 - October 1951), Conservative (October 1951 - October 1965) 

* In this memorandum HMG stands both for "Hie Majesty's Government" and, 
foDIowing the ascent to the throne of Queen Klizubeth II in 1955, "Her 
Majesty'n Government". 

(l) This (and all numbered footnotes) refer to file references in Annex I 
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7>. Sir Gilbert Lnithwaitc in a letter dated 19 March 19 ; *8 (5) wrote 

"It is not the policy of I1MG that military equipment should not be issued 
to either Dominion until the requirements of the 2 Dominions axe known. 
But....as many articles of equipment arc in extremely short supply, and 
in order to give both Dominions a share in the allotment of such articles, 
it has been the custom of IIMG to ask both Dominions for their requirements 
of these articles before exhausting their 'availabilities' on one Dominion 

and leaving nothing for the other". 

. I 

This policy of preserving a reasonable 'balance' in military supplies to India 
and Pakistan was embodied in the Ministry of Defence's Arras Working Party Report 
in October 1951• 

"Special attention has always been given to the importance of a broad 
parity of treatment, particularly as regards major items... The policy is... 
one which tends to favour India as against Pakistan, because, while neither 
party is receiving very much from the UK at present, India can meet rauch 
more of her requirements from her own production " 

k. The wisdom of supplying arms at all v/as raised by Mr Churchill, then Price 
Minister:- 

"It must be remembered that these 2 countries may go to war with one another 
and that it is the only object for which they seek arms.we place our¬ 

selves in a very questionable position by arming both sides with no other 
object than long-term advantages of keeping up the UK manufacturing 
potentials...." (5). 

This was discussed by the Cabinet (on 13 March 1952) and it was agreed that 
"military equipment should continue to be supplied to India and Pakistan...subject 
to the points made in the discussion..." The more significant point was that 
"it should be our policy to continue to make limited supplies of equipment 
available on a scale sufficient to prevent India and Pakistan from turning 
to US sources" (6). 
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5. Prom 1950 to 1952 the UK supplied very few arms and little equipment to 
either country, since our own rearmament programme had absolute priority. Sub¬ 
sequently it was made clear to both India and Pakistan that we would provide 

whatever they wanted and could pay for. Between 19^2 and 1956 Pakistan, because 

1 < 

of shortage of funds, bought virtually nothing from the UK (although it was in 
receipt of some American equipment provided under military aid) whereas we had 
supplied or contracted to supply to India orders totalling about £^8 million ( 7 ). 

6 . Despite pressure from the Americans to restrict our supplies of arms to 
India so as to balance the "freeze" of military equipment aid to Pakistan imposed 
by them in August 1959» we informed the Americans that our general policy 
precluded the imposition of any UK "freeze" on either India or Pakistan. This 
policy, outlined in a brief for the visit of Mr Alport, Minister of State, to 
India in December 1959 involved "impartiality and equal treatment". Y/e were 
guided by the following principles:- 

Offensive arms would not be given or lent (or supplied on individually 
favourable terras) to either country. 

Encouragement of additional expenditure on new types of arras was not 
desirable. 

...There would be no refusal to sell arras ( 8 ). 

American Policy 

7. The embargo imposed by the US on the sale of arms to India and Pakistan in 
April 19^8 was lifted on 29 March 19^9 (9). In December 1950 the Pakistan 
Government gave the assurances and undertakings required by the Government of the US(unci- 

1 
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section 408 of the Mutual Defence Assistance Act of 1949 - see Annex Tt) to 
purchase certain items of military equipment (10) and in March 1951 
the Americans came to a similar agreement with the Government of India 
( 11 ). 


8. By February 19.52 the Americans had decided that ’’balancing" supplies of 
arms to India and Pakistan was impracticable and undesirable. In October 1953 
they told the Pakistan President that they were in favour of giving military 
aid, and, following the agreement by the Pakistan and Turkish governments to 
collaborate - as western allies - the US announced their intention, on 
25 February 1954,of grantingmilitary assistance to Pakistan (12). 

Pakistan's adherence to the South East Asia Treaty Organisation (SEATO) 
(September 1954) and the Baghdad Pact (1955) facilitated military coopera¬ 
tion between the US and Pakistan. 

9. In addition to military aid the US gave Pakistan certain defence assurances. 

On 29 November 1956, the State Department publicly assured the 

Baghdad Pact Nations that "a threat to the territorial integrity or political 

independence of the members would be viewed by the US with the utmost gravity". 

following a meeting with Secretory Dulles, Feroz Khan Noon (one time Prime 

Minister of Pakistan) said in November 1957 (with Secretary Dulles’s prior 

approval) that "he left me in no doubt but that the US would promptly and 

effectively come to the assistance of Pakistan if it were subjected to armed 

aggression which, however, the US did not anticipate" (13). This 

position was incorporated in the article of intent, in the Pakistan-USA Agreement 

on Cooperation for Security and Defence, signed in March 1959, viz:- 

”....in case of aggression against Pakistan, the Government of the. USA, 
in accordance with the constitution of the USA, will take cuch appropriate 
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^ commercial transaction between Vickers and the Government of 
India had been initiated in I960 to modernise the Mazngon dockyard 
and to build three Leander class frigates. In October 1963 the 
Government of India had asked HUG for aid for this project. On 6 May 
1964 we informed the Indians that no part of our 1964 (ie £5 million) 
military aid could be used for the dockyard nor frigates (because we 
conoidered that there was no Chinese naval threat to India nor had the 
time come for us to accept the principle of long-term military aid to 
India), however, 3 months later it was learned that the Indians had 
approached the Russians on the supply of frigates. On 29 July the' 
Commonwealth Secretary ox State minuted to the Prime Minister 11 . . , , ,1 
think we muse be prepared to adjust the rules to serve our political 
interests" and on 20 August 1964 the Indians were informed that JEJG 
were ready to give the Government of India a special defence credit of 
£4.7 million. (It was made clear to the Indians that the offer was 
basea on the assumption that they would not acquire destroyers or 
submarines from the Soviet Union), An exchange of letters between the 
UK and the Government of India on 20 November 1964* agreed on the terms 
and conditions of the special defence credit to the Government of India 
for assistance towards the Mazagon Dockyard and the Leander Frigate 
Project (see Annex III), 


15. On 13 July 1964 the Commonwealth Secretary wrote to Mr Bhutto 
(then Pakistan Foreign Minister) offering defence aid to Pakistan. 

The proposal, initiated by the Commonwealth Relations Office (under 
Sir^Douglas-Horne's Conservative Government), was to'offer £3 million 
worth of military equipment to Pakistan in order to emphasise the 
value of Pakistan's connection with us in the Commonwealth, in SEATO 
and in The Central Treaty Organisation (CSKTO), to maintain our 
influence with the Pakistan armed services and the Pakistan Government, 


and to attempt to take some of the sting out of Pakistan's criticism 
of our military aid to India (10), 
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The Pakistan High Commissioner in London reported that some Pakistanis took 

the view that what was proposed was a mere "flea bite'* (19) an d 

Mr Bhutto, in his belated reply (dated 6 October) proposed staff'talks between 

representatives of Pakistan and the UK to "see what our requirements are and 

how your offer fits into those requirements" ( 20 ). However, a month 

* 

later, the Pakistan Foreign Secretary, Mr Aziz Ahmed, said that the Pakistan 
Government no longer wished nor intended to proceed with the proposed Anglo- 
Pakistan staff talks. "Instead they wished first to see what we did about 

continuation of British arms aid for India" ( 21 ). 

. . * 

American Policy ' 

16. In October 1962 the US Government, responding to the Indian Government's 
request for help to counter the Chinese, flew out to India substantial arms and 
ammunition. On 14 November notes exchanged by Kir Talbot (Assistant Secretary of 
State) and Mr B K Nehru (then Indian Ambassador in Washington) provided US aid 
for the purpose of defence against the "outright Chinese aggression". At the 
meeting in Nassau, in December 1962, the Americans agreed to give India 
$60 million to strenghen Indian defences against the Chinese. 


17» During 1963 the Americans held discussions with the Indians on their 
rearmament plans, and,at the Birch Grove meeting in June when the British and 
Americans expressed their readiness to continue to assist India to strenghen her 
defence against the threat of renewed Chinese attack, to have joint air training 
exercises and to give further military aid for these purposes, the Americans 
proposed a S 30-80 million programme of military aid for India for the fiscal 
year ending 30 June 1964 ( 22). 


* by which time Hr V/iloon'o Labour Government wan in office 
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18 . To allay Pakistan anxiety about western defence aid to India, the 
Americans, in an Aide Memoire to President Ayub (dated 5 November 

1962 ), declared that:- 

"The Government of the USA reaffirms its previous assurances to the 
Government of Pakistan that it will come to Pakistans assistance in 
the event of aggression from India against Pakistan" ( 23 ). 

However, in 19c>5, Indo—Pakistan relations were at a nadir after 6 rounds of 
abortive talks (primarily on Kashmir) and the Pakistanis maintained that the 
price of better Pakistan/American relations was the discontinuance of American 
aid to India. By October there was talk within the American Congress of a 
23% cut in the aid programme for both India and Pakistan unless progress was 
made over Kashmir (24). 

» 

.. By the time General Taylor visited India and Pakistan in December 
1963, the Americans had decided not only to reassure the Indians of continued 
US support against the Chinese threat but to indicate to them that they were 
considering offering a five year military aid programme in connection with 
the Indian five year defence plan. The nature of this aid was to depend on the 
outcome of a review which the Americans suggested the Indians might carry out 
on the procurement and distribution of their resources between defence and 
development. It was contingent upon limitation on military acquisitions 
from communist countries and a policy of restraint vis-a-vis Pakistan, 
and also on complete frankness by the Indians about expenditure on defence 
items and about relations with China. The Americans promised a further S50 million 
military aid to India for the fiscal year 1964-65 ( 25 ). When the Indian 

Defence Minister, Mr Chavan, visited V/ashington in May 1964 the Americans did 
not make the expected offer of supersonic fighters (for the Indians appeared 
bent on pursuing the Soviet MiG programme). Mr Chavan agreed that, in return 
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for the promised US assistance, the Indians would restrict total expenditure on 
. * 

defence to a ceiling of $10500 million (£3.750 million) (for the 1964-69 Defence 
Plan) and would decrease the total value of foreign exchange expenditure on 
foreign defence equipment acquisitions from all sources from $1909.6 million to 
$1430.8 million (ie from £682 million to £511 million). A month later the 
Americans announced their decision to grant over the next 5 years $500 million to 
India (at an annual rate of $50 million in grant aid and $50 million in defence 
credits - on 10 year terms at J>% interest) (26). 

20 . The Americans in Delhi argued (in October 1964) that the Indian Navy ought 
to qualify for US military aid (27)• The State Department, however, maintained 
that the provision of naval aid (particularly in the submarine field) went beyond 
the criteria of relevance to the Chinese threat, which had been laid down for 
military aid to India (28). 

1965-1966 : Indo-Pakistan tensions break out into war . 

British Policy (under Mr Wilson's Labour Government) 

21 . Early in 1965 the Commonwealth Relations Office, in the interest of long¬ 
term political strategy proposed to offer to finance the construction in India 
of an Oberon submarine, on 10—year credit terms, on the explicit understanding 
that the Indians would not thereafter obtain submarines or frigates from the 
Soviet Government. The CRO proposed that a similar offer, together with the 
provision of certain radar and electronic equipment to the value of £1 million 
should be made to Pakistan. These recommendations were turned down at the Cabinet 
meeting on 27 April 1965. The refusal by both the British and American Governments 
to provide the Indians with credit for submarines had far reaching effects on the 
Indian Navy, which turned progressively to the Soviet Union for supplies. 

22 . However, in response to an Indian request for help with the purchase of 40 
Hunter fighters, the Indians were told (in April 1965) that HM3 would 

12 
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provide 4 under the 1964 programme of grant aid and would give sympathetic 
consideration to the possibility of providing a special defence credit for 
the purchase of 26 (at a total cost of £2.7 million) on the same terns as the 
Leander credit. On the strength of this the Indians contracted with Hawkers 


for the 26 aircraft ana for a further 10 to be purchased on commercial terns 
(29). 


23. When the clashes in Kashmir escalated to full scale war between India 
and Pakistan in September 1965 IMS took immediate steps not only to suspend 
our military aid programme and our deliveries from government stocks but also 
to restrict the flow of military equipment sold to India and Pakistan, on 
commercial- terms from British suppliers. V.'e also informed the Indians that 
provision of credit for the Hunters would have to be considered in the context 
of our military aid commitments as a whole. Prom 6 to 22 Seotember 1963 
no new export licences for military equipment (covered by ’Group I' of the 
Export of Groups (Control) Order, 1963 ) were issued to India or Pakistan 
(though existing export licences for Group I items were not revoked). On 
9 September all military aid was suspended - ie approximately £10.7 million 
which remained undelivered out of the total of £32 million pledged to India 
since 1962 . (HMG had given no military aid to Pakistan - except military 
training courses costing approximately £73,000 per year). The £4.7 million 
special defence credit for the Kazagon Dockyard and the Leander Frigate Project 
was not effected by the suspension of military aid. On 15 September H>}3 
announced that aircraft and aircraft spares were to be brought within the scope 
of Group I of the export licencing controls (this decision was unrelated to the 
Indo-Pakistan conflict - but when licensing control was extended on 28 September 
to cover spare parts for aircraft and aircraft engines it brought serious unwelcome 
consequences for the production in India of Gnat fighters in a major Indo- 
British joint defence project at Bangalore) ( 30 ). . On 16 September 
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military training courses in the UK were suspended for Indians and Pakistanis 
(it was decided to resume them on 27 October) ( 31 ). 

2h» On 3 November the Cabinet net and decided to enforce a selective arcs 
embargo: HMG henceforth would release Government stocks and would issue 
export licences to pernit the commercial sale of military equipment for all 
items except 

a) weapons (other than sporting weapons) and their spare parts; 

b) ammunition, bombs, mines and their components; 

c) armoured fighting vehicles and their spare parts; 

d) combat military aircraft and militarily significant parts for such 

aircraft. 

The Government of India was informed of this on 30 November and the Pakistan 
Government on 3 December 1965* Both Governments were informed that the selective 
arms ban was intended to stop the shipment of all items which could be turned to 
immediate military use and could upset the military balance on the sub-continent 
in the short term. These criteria applied also to purchases for joint production 
projects, including Gnat components (32). - They were also told that HM3 

would reconsider these restrictions when both India and Pakistan had complied 
with paragraph 1 of the Security Council's resolution of 20 September 1963 about 
withdrawal of forces (33). 

23. On 16 March 19 66 , HMS informed the Government of India and Government of 
Pakistan that, following the completion of the withdrawal of their forces on 
23 February, to the positions held by then before 3 August 1963 , restrictions on 
the releases from UK Government stocks and on the sale of military supplies 
would be removed. After both governnents v/ere notified, the following statement 
was released to the press 

»t 

LLLm. LLLLLLL 



/“Since 












UK £Y£>f 


ONLY 


’’Since the outbreak of fighting between India and Pakistan in Septenber 
1965t a small number of applications for licences for the export of arcs 
to these two countries has been held in suspense. Now that the armed 
personnel of the 2 sides have withdrawn to the positions held by them 
before 3 August 19&3 Her Majesty's Government have decided to return to 
their normal practice in regard to the export of arms to these 2 
countries” 


"Normal practice?' was defined as "allowing the sale of military equipment to the 
Indian and Pakistan authorities" (34). 


26 . In July Ministers decided that outstanding deliveries under our aid 
programme would remain in suspense (although, in accordance with our general 
policy on purchases, the Indians were free to buy any of these items - on the 
understanding that if the aid programme were to be resumed they would get no 
refund in respect of such items). Funds set aside from the military programme 
for military training courses and military technical assistance would continue 
to.be available for these purposes. Ministers also decided that no special 
defence credit could be provided for the purchase of the Hunter aircraft (it 
would remain a commercial deal between the Government of India and Hawkers), 
but that we would honour the existing Leander credit of £ 4.7 million (although 
we could not see our way to making further credits available after the 
completion of the first phase) ( 35 ). 


American Policy 

27. Early in 1965 the Americans offered the Government of India military aid worth 
$30 million and S50 million credit for military purchases for the fiscal year 
1963-66. A total of S92 million worth of military’ equipment had actually been 
provided on a grant basis to India by the US Government between October 1962 and 
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September 1965 although S210 million worth had been offered (56). 

Between 195*+ and 1965 the US had provided Pakistan with $672 million worth of 
military equipment on a grant basic. 

28 . Following the outbreak of hostilities betv/een India and Pakistan the 

US Government, on 8 September 1965* imposed a total b;m on all forms of arms 
supplies to both countries: ie on military aid said on commercial sales of items 
on the munitions control list, Mo export licences were given for military 
material (non lethal as well as lethal) and licences which had been granted 
were revoked ( 37 ). 

29. In February 1966 Vice President Humphrey informed the Indian and Pakistan 
Governments that the embargo was to be modified, allowing, on a case by case 
basis, some commercial sales of "non-lethal equipment". This was defined as 

a) Unarmed aircraft for observation, transport or training; 

b) Vehicles, trucks, trailers; 

c) radar, signals equipment, communications equipment; 

d) Engineers'and medical equipment. 

supply of 

However, it was announced that/lethal weapons from the US to India and Pakistan 
by way of grant aid, credit or sale would remain suspended indefinitely. 



1967-1970: The Early Years of Mrs Gandhi's Rule. 

ff 

British Policy 

* 

50. Following the new arms policy announced by the Americans in April 1967 HI-53 
re-examined their policy on the supply of arms to India and Pakistan and 
confirmed the position reestablished in March 1966: ie that 1I1-JG should continue 
their "traditional policy of supplying arm3 on commercial terms" to any Commonwealth 
country wishing to acquire them ( 38 ). In fact "there is a careful 

/ * .until Juno 1070, when Mr Heath's Conservative 

Govcrnldent cane to power. 

* detailo of which are given in paragraph 35 ♦ 

/scrutiny 


/(> 

rn.iP.t r 








SECRET 

UK £V£f OML.Y 


scrutiny of all arms sales to India and Pakistan, involving political clear¬ 
ance for jill sales of strategic importance in the interests of stability in 
the area” (39) but this was not announced, and so remained 

confidential. 


31. In April 1968 (while reconfirming the existing policy to sell arras to 
both India and Pakistan on a strictly commercial basis) the Commonwealth 
Office wrote down a list of guidelines which had been adopted in the past 
and would in future be the criteria used for consideration by the Commonwealth 
Office of any specific sale of arms. These were(4Cj)‘ 

"l) The need for export orders; 

2) The need not to encourage an arms race in the subcontinent; 

3) The need to avoid, if possible, so significant an imbalance 
in sales to one country, or another as to cause serious political 
trouble with the other; 

A) The general need to keep reasonably in line with 13 policy; 

3) The need, as an aid donor, not to encourage excessive expenditure 

on arras purchases." 

Earlier in 1968 both in London and in Delhi there had been suggestions that 
HM3 should not be seen to be actively promoting the sale of arras to India and 
Pakistan. This too became a guiding principle (4l). 

32. .A brief written for the visit of the Prime Minister to India in January 
197 1 defined the objectives of British policy, in 

permitting sales of military equipment to India, and Pakistan a§ being: 

"to maintain the traditional links between the armed forces of both 
countries and those of the UK, and to restrain the tendency for both 
countries to obtain arms from the Soviet Union or China....Our restrictions 
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on commercial credit and military aid are imposed as much for the benefit 
of India and Pjikistan as of the UK" (42). 

33* The total value of UK defence equipment exported to India 1967 -I 97 O was 
£27 million (major sales to India included Leander frigate equipment, 4 Sea 
King helicopters, 47 Hunters, 13 Canberras, 4l Vickers tanks, Vijayanta tank 
components, 74 Abbott self-propelled guns, and 56 Seacat Missiles). Sales to 
Pakistan (1906 to April 1971) amounted to only £4 million and consisted 
primarily of radar, ground control equipment and ammunition. 

34. In April 190 S it had also been agreed that KKG should continue to keep in tone 
with the Americans over arms sales to the extent of keeping them informed of 
broad policy developments, but that in cases where there was likely to be 
commercial- competition we should be more cautious and reticent in revealing 
information on particular prospective sales than we had been previously ( 43 ). 

HMG had had difficulties with the US Government over the sale of Hunters in 
1967. The Government of India had informed HMG in January 1967 that they 
wanted to purchase, on a commercial basis, the 12 Hunters (for which in 1965 
they had wanted a £2.7 million special defence credit from HMG). Because these 
Hunters had been partly US-funded, HMG had had to seek American permission to sell 
them*. It was not until 3 July 19 67 that the US Government approved the sale of the 
Hunters, after a penetrating examination of Indian defence objectives and the 

y 

understanding that they were replacements and not additions to the Indian Air 
Force (44). HMG suffered greater embarrassment over the sale of Canberras. 


• (under the terms of the 1950 Mutual Defence Assistance Agreement, which set 
up the Mutual Defence Programme, and the 1937 Exchange of Notes concerning 
the disposal of surplus Mutual Defence Programme equipment). 
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the Foreign and Commonwealth Office 

On 31 July 1969 / wrote to the US Embassy asking for their approval of 

a sale to the Indians. A reply dated 19 August said that the State Department 
could not give a decision until the completion of a review of US policy of 
the supply of military equipment in South Asia. There was no indication that 
their answer would be negative, and. the British Aircraft Corporation signed 
a contract with the Indians on 3 November 1969 and started work on refurbishing 
the Canberras. On January 1970 the US declined to approve the sale of the 
MDAP - funded Canberras, and it was not until 14 July 1970, after cons?derable 
high level representation, that they finally gave their approval (**3). 

American Policy 

the UK 

33* On 7 April 19o7 the Americans presented / with an Aide Kernoire concerning 

their new policy on the supply of military equipment to India and Pakistan (see 

Annex IV). The main elements in this policy were: 

n l) Military assistance by way of grants or aid was finished: the 

only exception would be a very limited expenditure cn military training 

. for Indians and Pakistanis in the US. The American Military Aid 

Military 

Advisory Group in Pakistan (MAAG) and the US^Supply Mission in India 
(USMSMI) would be phased out. 

2) The Americans would take steps to prevent the sale by third countries 
to India and Pakistan of military equipment which 

a) includes US technology and components or 

b) was produced in the US, or 

c) was co-produced in the US, except where the US had determined 
that such sales'contributed to arms limitation or reduced defence 
expenditures. 

(This clause caused difficulties to HM3 over the sale of Hunters.and 
Canberras,cee paragraph 3^) 


/3) 


19 

SECRET 






3) The US would consider on n case by ease basis requests for 


spare parts or replacements for lethal equipment already supplied, 
4) The US would be prepared to supply non-lethal equipment on a 
credit basis, and to disperse the remaining credit sale funds for 
the financial year of 1967 (for example $17 million which had been 
allocated on concessionary terms to India for the Star Sapphire 
Communications System)." 

On 17 April the Americans told us that the US Government hoped that KLIG 
would also work towards a policy on arms supply as restrictive as their 
own (46), Their new policy led them to adopt the deliberate aim of 
seeking to persuade both India and Pakistan to reduce defence 
expenditure (47). 

36. Towards the end of 1967 there was heated discussion in America on 
both the authorisation and appropriations stages of the Foreign 
Assistance bill. This resulted from the provisions to limit arms credit 
sales, and to wind up the Department of Defence's Revolving fund, which 
meant that projects (previously financed under this fund) would now have 
to be approved specifically by Congress and so be subjected to political 
scrutiny. In the course of the debate Senator Symington had proposed 
that 

"in furnishing development assistance the President shall 
take into account 


1) The percentage of the recipient or purchasing 
country's budget which is devoted to military purchases and 

2) The degree to which the recipient or purchasing 
country is using its foreign exchange resources to 
acquire military equipment. 


When the President finds that development assistance . is 


is 


being diverted to military expenditures, or a recipient or 
purchasing country is diverting its own resources to unnecessary 
military expenditures, to a degree which materially interferes 
with its development, the President shall terminate such assistance 
and sales 


/Mr Conte 
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Mr Conte - , in the House of Representatives, had proposed that 

"a.none of the funds contained in the military assistance credit 

sales revolving fund shall be used to finance directly or indirectly the 
purchase or acquisition of sophisticated weapons systems, such as missile 
systems and jet aircraft for military purposes by or for any under¬ 
developed country. 

b. The President is directed to withhold economic assistance in an 
amount equivalent to the amount spent by any under-developed country for 
the purchase of sophisticated weapons systems....." 

One of the results of these proposed amendments was that Mr Rusk undertook that 
the Administration would review all pertinent programmes and the US Government 
embarked on another review of their policy on the supply of military equipment 
to India and Pakistan (48). 

37• American political opinion not only on aid but also on defence sales was 
becoming more critical. Early in 1970 Senator Mansfield preposed the following 
amendment to the Foreign Military Sales Act:- 

"In considering a request for approval of any transfer of a defence article 
to another country the President shall not give his consent unless the US 

would itself transfer the defence article under consideration to that 

. 

country" (49). 

This v/as one of the factors which caused the US Government to delay, giving their 
approval, to the sale of Canberras (see paragraph ^4). 


j8. In a report dated 6 November 1989 the Foreign Affairs Committee had written 
"The Committee is of the opinion that US policy not to provide 'lethal . 
material' to India and Pakistan has not worked as we had hoped, that it has 
caused those tv/o countries to turn to the Communist world to obtain what 
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they consider to be their legitimate defence needs and that this policy 
should be reviewed. It may very well be in the national interest to 
consider selective shipments of military weapons and equipment to both 
countries" (50). 

39. The policy, laid down in April 1967, was further reviewed and, in 
October 1970, the US Government decided to make a 'one time exception' in 
favour of Pakistan. The following items, intended for replacement of exist¬ 
ing equipment, and requested by Pakistan,would be transferred on a cash basis: 
"l) Some F104s to fill out the existing Pakistan Squadron; 

2) Some B57s; 

3) A limited number of maritime patrol aircraft; 
k) Some armoured personnel carriers." 

It was hoped that this would prevent the Pakistanis becoming entirely dependent 
on the Soviet Union and China and would maintain the general westward orientation 
of Pakistan (51). 

1971: The Bangladesh Crisis 

British Policy (under Hr Heath's Conservative Government) 

40. Following the Pakistan army action in March 1971 the Secretary of State for 
Foreign and Commonwealth Affairs (Sir Alec Douglas-Kojne) made a statement in 
Parliament (on 29 March) 

"Ac regards arms, no new contracts have been entered into with Pakistan 

t 

for a good many months now. I shall review this question, but I think that 
nothing imminent-arises" (52). 

In view of this statement the ICO asked the Ministry of Defence 
to be kept informed of all developments affecting arms 

sales to Pakistan because new commitments to supply arms would have to be 

22 . 
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considered with great care and might require decisions by the Foreign Secretary 

( 53 ). 

41. On 8 April the Foreign Secretary was consulted and agreed to the shipment 

to Pakistan of Mortar cartridges, fuses and chemicals (used for the manufacture 
of ammunition) (54), • having decided that "military equipment and 

supplies which are not by themselves lethal...may be delivered against existing 
orders". The Foreign Secretary said that he did not want to lay down a rigid 
distinction between lethal and non-lethal weapons at this time. Any requests 
for arms from the Pakistan Government would be considered as they arose in the 
light of the circumstances at the time (55). On 26 April, in answer 

to a Parliamentary Question on the review of arms contracts with Pakistan, 

Sir Alec said;— 

"I have reviewed the position, which is as I informed the House on 29 March. 

No arms contracts have been signed with Pakistan since 1967 with the exception 
of one for refitting a naval vessel and another for radar equipment. There 

is none in prospect.I shall keep the matter under review, but I see no 

reason to alter HMG's policy now " (56). 

42. The Pakistanis continued to make enquiries and to place orders for military 
equipment (which were submitted by the Ministry of Defence and the Ministry of 
Aviation Supply for review by the Foreign and Commonwealth Office). The Foreign 
Secretary on 24 May minuted 

"We should sell the non-lethal weapons keeping the interpretations fairly 
broad. For the rest we must soy that until the economic situation is 
clearer we cannot take extensive or expensive orders". 

He thereon agreed to 

a. The sale of spares for three inch mortars, certain chemicals for the 
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Pakistani Ordinance Factory, detonators, charges, and Over Pressure 
Cartridges; 

b. The demonstration or supply of 4.5 inch naval gun barrels, fuses for 
grenades, and anti-tank bar mines; 

c. The exchange posting of a RoyalAir Force flying instructor in Vest 
Pakistan". 

However, the Ministry of Defence were asked to inform the British Aircraft 

Corporation and Vickers that KKG could not encourage their sales promotional 

activity of Rapier Missiles nor Abbot guns in view of the evidence now available 

of the grave economic crisis impending in Pakistan. It was suggested that 

Vickers should inform the Pakistanis that they had no Abbot Guns available in 

the hope that this would avoid the need to indicate to the Pakistanis that we 

did not wish to supply them (5?). In July the Foreign Secretary further 

agreed to the sale to Pakistan, on cash terms only, and without publicity, of 

medium girder bridges and of design drawings of Landing Craft Tanks (LCTs). Ee 

us to 

agreed not to commit/the export of artillery command post vehicles (and it was 
suggested that the Pakistanis be informed that the FV432 was out of production 
and that delivery times for the FV610 would be long, in the hope that this would 
discourage Pakistan's interest) ( 58 ). 


43 . In replying to a question in the House of lords from Lord Erockway on 
1971, 

12 July/ after (correctly) confirming that there was no ban on arms sales, 
do* SecKi aq -fkxM >Jcr 

Lord Carrington vent on to say (incorrectly), in answer to a supplementary question, 

'A. 

"...no new contracts for arms supplies to Pakistan have been signed...there 
are no contracts for arms between thi6 country and Pakistan..." (59)» 

In fact the value of military supplies authorised to Pakistan since 25 March had 
been £323,**25 (60). 
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In August Ministers agreed that 

"We continue for the present to supply non-lethal equipment to Pakistan 
but that for new orders our definition of non-lethal equipment should be 
restricted to exclude components for lethal weapons find ammunition". 

The supply of aircraft bomb pistols and propellant for rifle grenades was 
therefore declined (6l). However it was agreed to supply five sets of dome 
anti-aircraft gunnery training equipment, costing £123,918 (62). 

In the light of this more restrictive policy Lord Carrington agreed in 
November to stop deliveries of components for lethal weapons, orders for the 
approval of which had been given in April and Kay (63). It became clear to 
the Pakistanis that EMG had adopted a policy of restricting the sale of arms 
to Pakistan. Unfortunately, their impression was confirmed by a letter which 
was issued on 2? October 1971 from the Ministry of Defence to the Pakistan 
High Commission which said: "I regret to tell you that a temporary embargo has 
been put on the supply of warlike supplies to Pakistan by our Foreign and 
Commonwealth Office". No letter in these terms had been approved by the FCO. 

^6. Since the 1965 Indo-Pakistan war, and acknowledging the possibility of 
further conflict, KMG had declined to give guarantees as to the availability of 
spare parts and support services for military equipment sold by British manu¬ 
facturers. On 9 March 1971 it had been agreed however, that in order to win 
the contract to modernise India's air defence radar system Marconi should be 
given the following assurance 

"Circumstances are most unlikely to arise in v/hich HMG would wish to inter¬ 
fere with the fulfilment of commitments to the Government of India for the 
supply and support of equipment of this nature" (6*0. 

HMG continued to supply arms on a commercial basis to India, without adopting 
the restrictive policies which, since March 1971, HMG hod imposed on the sales 
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- to Pakistan.* However, in September, the Foreign and Commonwealth Secretary, 
who agreed that mortar bombs could be supplied to the Indians, had decided that 
the contract must include a restrictive clause to the effect that they were 
for the sole use of the Indian armed forces and should not be transferred to 
third parties ( 65 ). 

4?. Following the outbreak of the Indo-Pakistan war, on 3 December 1971, 

Sir Alec told Parliament (on 13 December) that "there is no prospect of any general 
embargo on the sale of arms". He went on to say:- 

"As for sales, the Indian Government have a number of long-term contracts 
with commercial firms for the supply of military equipment. These are sub¬ 
ject to export licences, the grant of which is being kept under constant 
review, in the light of the existing circumstances, including the state of 
hostilities in the sub-continent, the situation at the United Nations and the 
attitudes of alternative suppliers. As far as Pakistan is concerned we have 
not been a regular supplier of arms for Pakistan for some years. Thei'efore 
. there are no similar contracts. The same supervision would be given to any 
orders from Pakistan which may be placed here." (66) 

American Policy 

*»8. When the Pakistan Army action started in March 1971 no American military 
equipment had been delivered to Pakistan under the October 1970 "one time 
exception" ( 67 ). No new licences for arms shipment were issued by the State 
Department's Office of Munitions Control. In addition licences valid as of 
25 March that had since expired were not renewed. 


* No restrictions were imposed on the delivery of commercial arms to India 
oven while the December 1971 war was in progress, as there was no prospect 
that other major suppliers of arms would adopt a bon on deliveries to the 
combatants. 
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The US continued to receive requests for military equipment from Pakistan 
and until July, the Pakistan Supply Mission in Washington had been signing letters 
of offer issued by the Department of Defence for $9 million worth of 
additional quantities of military equipment. However as an export licence was 
required and, as under the terms of 29 March cut-off none would be granted, 
none of these new contracts would result in the actual shipment of military 
equipment to Pakistan. There was however $3*8 million worth of military 
equipment approved 
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for shipment to Pakistan because licences were valid before the 25 March 
cut*off, find an additional $ 2.3 million of previously licenced military equip¬ 
ment was still in the pipeline either en route or awaiting shipment (63). 

On 8 hovenber the State Department made a statement about US shipments to 
Pakistan. The press reported that licences worth $3.6 million had been 
revoked in October after consultation with the Pakistanis. The reports went 
on to say that US $3 million equipment had been supplied to Pakistan since 
23 March (69). 


30. On 1 December the US suspended the licensing of arms shipments to India 
although lethal type weapons had not been supplied to India since 19 S 5 . The 
ban halted the supply of items such as jeeps, trucks, unarmed helicopters, 


communications equipment and spares for transport aircraft. Items for which 

at 


licences had already been issued (valued/approximately $ 11.5 million) would be 


allowed to proceed (although a close watch would be kept on the pipeline). This 

equipment 

did not include communicatioiVor equipment to manufacture ammunition70). 


197P-1976: Progress towards "Normalisation 11 

British Policy & 

51. Pakistan continued to show interest in purchasing not only minor but also 
major arms from the UK ( 71 ). On 18 May 1972 it was agreed that as there was no 
ban on the sale of arms to Pakistan there should be no political objection to 
the supply of illuminating shells, aircraft bomb detonators, explosives and 
Primers Percussion (ie minor weapons). The Pakistan Ambassador was told this 
on 25 May (72). As regards the sale of major arms the Secretary of State 
minuted on 28 Ray:- "We should and can stall and say that we want to see the 


result of the India-Pakistan talks before we deal with now orders" (73)• In August 

South Asian Department 

1972 JlMG's policy on firms sales to Pakistan was reviewed. A submission by / rccccr.c ^ 


/ Conservative, unti) March 197.4, when Mr V/iloon'n Labour 
Government v.&a returned to oiXice. 
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"that \vc should continue to supply to the Pakistanis a 
reasonable quantity of arms, so far as possible confined 
to those of a defensive nature. But we should continue to 
refuse new orders, and each and every new order should be 
examined in terms of our general interest." 

Secretary of State minuted (on 3 August 1972):- 

"7/e should not depart significantly from our present policy 
yet and justify the comparative standstill on the grounds 
that the Simla talks are the most important consideration. 
Thereafter I agree ... that it isn't fair to raise hopes. 

Y/e should take a line that defensive arms are all right 
and stick to it.". 


Consequently, we refused to sell Scorpion light tanks (because the 
sale might have damaged our relations with India), Oberon submarines 
(because it was considered that supply would have significantly 
altered Pakistan's naval strength viz-a-viz India) and Abbot 
self-propelled guns. It was decided not to be too specific about 
the reasons for decisions on sales, but to say that "as explained 
in ... Parliament on 13 December 1971, requests for military 


equipment from either India or Pakistan are examined individually 
on their merits ..." (75). Y'hen Mr Bhutto (then President of 
Pakistan) met the Prime Minister, Sir Alec Douglas-Home, on 
24 July 1373 the latter was able to point out that not only was 
Pakistan obtaining considerable quantities of arms from the UK 
but that "the value of the military equipment that we have agreed 
to supply to Pakistan since the beginning of 1972 is greater,than 
the value of military equijjment which we have agreed to supply 


to India in the same period" (76). 

92. Following the Indian nuclear explosion (in May 1974) 
there was a further review by the Labour Government" of HI.KF’s 
policy on defence sales to Pakistan. It was recommended by South 


* which had been returned to office in March 1974 


/Asian Department 
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Asian Department that wo eased our objections to the supply of major items 
of defence equipment to Pakistan (hitherto refused on the grounds of Indian 


considerations) but that only cash sales * would be considered (because of 
our own economic difficulties) (80). Consequently in September 1974 approval 
was given for the sale to Pakistan of the 105 mm light gun and the Abbot self- 
propelled gun, the Fox and Vixen combat vehicles and the liS 1182 Hawk aircraft /• 
It was further decided that to manufacturers looking for business in Pakistan 
"We should not particularly encourage them but on the other hand they should 
not be dissuaded" ( 82 ). The new core flexible policy on defence sales to 
Pakistan, set out in ctn PCO letter dated 11 September 1974,is given in Annex V. 

In 1975 our Ambassador in Islamabad suggested that HKG's "no-encourage- 
ment" arms sales policy was commercially ineffective and politically damaging 
but (in essence) it was upheld ( 83 ). The sale of Blowpipe, by Shorts, to 
Pakistan was allowed (in August 1975) on the condition that the Pakistan 
Government gave an undertaking not to sell it to any third party and that the 
weapon would be closely safeguarded (84). 


* The Minister of State, Mr Ennals, doubted if it was wise to impose on 

Pakistan a general obligation to pay cash for defence equipment (77) but he 
accepted the general policy of credit restraints ( 78 ). These are that 
defence sales to all countries are made on ordinary commercial terms and it 
is unusual to give credit beyond these terms. Ordinary commercial terms for 
Pakistan allowed only short term credit, (ie 6 months) against confirmed 
letters of credit for, according to the Treasury, Pakistan had defaulted on 
some private debts, her economy was weak, and she was a bad rick and not 
credit v/orthy (79) - 

/ It is interesting to note that,while agreeing to the recommendations to sell 
the above-mentioned items of defence equipment to Pakistan,Mr Male minuted 
(on 4 September 1974) "I think it important that we should not allow our 
judgement to be over-balanced by considerations of the military balance 
between Pakistan and India, still less to work for on equipoise which in 
practice v/e could not bring about.... To safeguard our position with India 
I believe that: 


(i) we should be prepared to do the some for Indio, if India v/ere 
intei'csted; and that 


(ii) our credit policy towards Pakistan for eventual military sales 
should be no more liberal than towards India" (8l). 
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53. In December 1975 the Pakistanis presented IIMG (and the US Government) with 
a list of their estimated requirements for defence purchases in the next two 
years. They assured us that they would not require credit and that cash would 
be available for payment on delivery. Believing that it was no longer approp¬ 
riate that ?irras sales to Pakistan should be largely determined by assessments 
of Indian reactions (and equally vice versa) it was agreedf- 

a. in principle to sell to Pakistan Rapier anti-aircraft missiles, and 
further Sea King helicopters, cluster bombs and frigates; 

b. in principle to sell Martel air - to - surface missiles (but 

to ensure that the timing of the placing or announcement of any order 
would not jeopardise the sales prospects for Jaguar in India); and 

c. to inform the Pakistan Government that the order book for Chieftain 
tanks was full for the next three or four years and it therefore fell 
outside the delivery time ( maximum of two years)which they 
specified when they handed over their list of requirements ( 85 ). 

By August 1976, South Asian Department had concluded that the 1974 policy on arms 
Stiles to Pakistan was outdated and wrote r— 

"We see no reason why you should not give every encouragement to those 
British arms manufacturers interested in the Pakistan arms market while 
warning them.....every application would be .treated on its merits" (86). 

Mr O'Neil^in his letter dated 17 September 1976 wrote :- 

"....in every case we give our advice on the political aspects of a sale in 

terms of British interests.I cannot think of any piece of equipment I 

would now want to raise political objections to for Pakistan except a 
weapon that could have no reasonable purpose other than that of deliberate 
aggression." 

This, the current iCO policy on sales of defence equipment to Pakistan,’ forms 
Annex VI). 

Zl / 5 '». 

SECRET At LI PSA 










UK (CV£l OA JUY 


5**. Befoi'e the Bangladesh crisis the Pakistanis had expressed an interest in 
buying frigates. * In November 1972 it had been agreed that we should tell the 
Pakistanis that "we regret that we are unable to supply Whitby class frigates 
at the present time...and we cannot give any commitment now as to what a 
future decision would be likely to be, since such a decision would depend on 
the crisis prevailing at the time" (8?). However, in February 1973 the Secretary 
of State decided that we should inform the Pakistanis that during the next three 
months we would not dispose of two of the frigates which they wished to buy and 
that, if the situation in the sub-continent had eased then, we would be ready 
to sell the two ships (89). On 6 June 1973 the Secretary of State agreed to the 
sale (90). [On 2 May 197^, it was agreed that HM3 should offer Pakistan a third 
Whitby frigate, KKS Whitby, but no blanket clearance for future sales of ex-Royal 
Navy ships was given] ( 91 ). 


35* On 17 September 1973 the Pakistan Foreign Secretary asked if we would be 
prepared to offer credit for the purchase of the two frigates because of financial 
difficulties resulting from the (summer) flood disaster. In December 1973 it 
was agreed that (in these exceptional circumstances) credit / would be offered 
for the purchase of the hulls of two frigates (Tenby and Scarborough) but that no 
export credit could be made available to cover the cost of refitting them 
(estimated at between £10-£20 million) (92). In an Aide Memoire, dated 


* What is more, the Foreign Secretary (in a minute dated 22 January 1971 ) 
had recommended that the Chancellor agreed to offer export credit cover 
for the sale. (The Treasury had not seen any justification for agreeing 
to it) ( 88 ). 

/ The terms of payment offered were: 

K$> of the total purchase price of £ 2 , 010,000 payable upon the contract 

30 # of the price payable after 12 months from the contract date 

10/ of the price payable after 2 ** months from the contract date 

'10/ of the price payable after 36 months from the contract date 


/3 November 
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5 November 1974 the Pakistanis asked (unsuccessfully) if the Royal Dockyards 
would refit the frigates (for, as a result of inflation, 

commercial shipyards were asking for non-fixed priced contracts). In January 
1975 Export Credits Guarentee Department (ECGD)* cover was sought for the 
refits and in March 1975 it was offered "....provided that all payments under 

X 

the contract are made from an irrevocable letter of credit, confirmed in the 
UPC before commencement of any work and valid for the whole contract period" 


56. However, by January 1976, the Pakistanis had lost interest in refitting 
the frigates and Admiral Shariff told HM3 on 14 May that they would be sold 
for scrap. On 7 July 1976 the Pakistan Embassy confirmed, in writing, the 
Pakistan Government decision to abandon plans for their refit end moderni¬ 
sation (9*0. The last instalment of payment for their hulls was due to be 
made on’1 February 1977* 

57* In 1972 the Indian Air Force had shown serious interest in Jaguar aircraft./ 
Their initial requirement was for twenty-two aircraft (with spares) valued at 
£44 million, with a possible subsequent order of over a hundred (which would be 
progressively manufactured in India, from components supplied from the UK and 
France). Our High Commissioner in Delhi had reported that the Jaguar was in 
competition with the Ihench Mirage FI and the Soviet MiG 23 and 25 (at a later 
stage the Swedish Viggen also appeared competitive). Mr Royle,ninuted on the v 

A 

High Commissioner's telegram "Wc must go all out to get the order" (95). On 
27 October 1972 the PCO agreed that there was no political objection to the supply 


* See Annex VII for the Export Guarantees Act of 1968 and the Overseas Investment 
Export Guarantees Act of 1972. 

/ Produced jointly by the British Aircraft Corporation and Ereguet Aviation of 
France. 
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of Jaguar aircraft to India ( 96 ). The Chiefs of Staff and the Defence Secretary, 

while approving that the British Aircraft Corporation should continue discussions 

with the Indian Government, set out conditions on the pi'oposed sale to 

safeguard certain security aspects and the interests of the Royal Air Force (97). 

the 

The Indians expressed a preference for/Jciguar and indicated that they wanted 

Britain to become a major supplier for their next generation of conventional 

weapons. India did not have the cash and consequently wanted concessional 

credit terms. Throughout 1973 there was considerable discussion on low interest 

credit on extended terms for the Indians who were pressing for concessionary 

terms of around over fifteen years for purchases of ships and aircraft, 

which would amount to large scale government aid (totalling about £ 1,200 million 

for all of India's requirements). On 11 January 1974 the Treasury decided that 

ECGD cover could not be approved for the sale to India of Jaguars (or Corvettes) 

the 

' because 01 the gloomy forecasts of India's balance of payments in/wake of the 
oil price rise and on 18 February 197*+ they refused to reverse this decision 
(SS). 

meeting of the 

5 >8. At a / Cabinets Defence and Overseas Policy Committee on 17 March 1974, Mr Y.’ils 
the*Prime Minister considered that foreign policy considerations were over¬ 
riding in respect of the sale of 3 Corvettes to India (worth about £32 million) 
and that Vosper Thornycroft Limited should be authorised to offer credit to a 
maximum of 8OSb of the total value, at 7% interest rate, repayable over five 
years (or, to match a French offer, over eight years). Ministers approved this 
offer of credit on 28 March 197*+ (99)* The Indians expressed disappointment at 

these commercial terms. The Finance Secretary, Mr M G Kaul, said that the Government 
of India wanted special credit from the UK which contained an element of grant 
or cubcidy in it (100). However, the Minister of State/the FCO had agreed on 
3 April 1974 that there were no overriding political grounds for granting 
concessionary terms to India for the purchase of defence equipment and that it 
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would be for the Ministry of Defence and the Department of Trade and Industry 
to justify soft credit terms on the basis, if such existed, that the resultant 
sales to India would help sustain our armament industry and be of assistance 
to certain other key sectors of British Industry. 


59. Following the nuclear explosion on 18 May 197^* the Indians re-iterated 
their interest in Jaguars and Corvettes and concessionary credit terms. The 
Indian Minister for Defence Production, (Mr Shukla) suggested a 'package' deal* 
which would have been the effect of broadening our existing partnership in 
the defence field (101). However, the assessment in V/hitehall was that the 
explosion was probably only the first of a series which was mainly concerned 
with the development of a military nuclear capability. Guidance by the PCO was 


as follows:- 


Si ♦ 



the 

any commitment to supply/Jaguar or the RB 199 engine should be avoided 
the 

(because/Jaguar could easily be converted to the role of a nuclear 
weapon carrier and the RB 199 engine would be the ideal power unit for 
any indigenous Indian delivery system). Therefore the Ministry of 
Defence should explain to the Indians the legitimate financial reasons 
which prevent us from offering the type of credit terms they were 
seeking. 


should 

The sale of Corvettes/be permitted (on the basis of the usual political 
and economy considerations) (102). 


In talks with the Indian Secretary of Defence (Mr Govind N'arain) HMG proposed to 
take the line that "we are studying the implications of the Indian nuclear 


* involving the purchase of Jaguars in conjunction with indigenous production 
of Jaguar components and a long-term collaboration with the British Aircraft 
Corporation; and the Corvette deal together with the construction of a civil 
port. 


/ tent 
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test...Ministers have as yet taken no decisions. While therefore we could 
discuss details of credit financing, policy approval to the export cannot be 
assumed” (103). During his visit to London Mr Narain proposed on concession¬ 
ary credit terms, the purchase of about 90 Jaguar aircraft, the approximate 
value of which to British industry would be £180 million. Subsequently, the 
Permanent Under-Secretary of State in the MOD wrote (on 12 July 1974):- 

"I am afraid that I must confirm that the present economic climate (both 
in India and the UK) almost precludes consideration of major sales of 
this kind on other than commercial terms. V/e are, of course, prepared 
to put the proposition to Ministers, but they, understandably, have other 
things on their minds at the moment, and. ..it may be some time before v/e can 
get an answer to you...” (10*0. 

The FCO tried to get credit cover for Corvettes extended from five to eight years 
(because, since the nuclear explosion, HK3 had been turning down all other major 
defence sales to India) but the Treasury refused to accede (51 July 197*0 (105)« 

In fact, in February 1975, the Treasury announced that the terms of the previous 
offer of credit for Corvettes could not be maintained and that ’’Commercial credit” 
must now be interpreted to mean 90^ (not 8056 ) of the value of the UK content 
( 106 ). 


60• In May 1975 it became apparent that our total credit commitment to India 
v/as extremely small in comparison v/ith France, Germany, Italy and the US. Our 
liability under Section 2 * was only £204,000 ( 107 ). The Treasury's Export 


• ECGD cover for arms - related sales under Section 2 requires Treasury authority 
where the risks ore not commercially acceptable but ore undertaken in the 
"national interest" following consultations in Whitehall - pee Annex VII 


/Guarantee 
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Guarantee Committee met on 13 June 1975 and, although the Treasury maintained 
its view that there was no justification for encouraging India to spend her 
scarce foreign exchange resources on defence expenditure and that India should 
not be cultivated as a major defence or capital goods export market, it was 
agreed that ECGD approval should be given for Section 2 cover on $16.3 million 
worth of military equipment : Rolls Royce Viper engines, Plessey radio receivers, 
and Hunting Engineering retarder tail units (108). 

6l. On 8 August 197*+ the Secretary of State for Industry, Mr Benn, had suggested 
that the sale of Jaguars to India would be of assistance to the UK aircraft industry 
and asked if the question of offering credit could be reconsidered. The Secretary 
of State for Foreign and Commonwealth Affairs, then fir Callaghan, had agreed that 
this could be done in the Defence and Overseas Policy Committee ( 109 ). The Committee 
had met on 28 January 1975 and decided, in view of India's economic position, that 
credit should not be offered for the sale of the Jaguars and that it should be explained 
to the Indians that this decision was taken on economic grounds. Six months later, 
and again in response to a letter from the Secretary of State for Industry, (then 
Mr Varley) the Defence Secretary, Mr Mason, agreed to 

"re-examine the sales prospects for military aircraft and to see whether any 
sensible modifications to our present political and financial policies could 
improve the chances of sales" overseas, to help the British aircraft industry (110). 
However, it was not until November 1975 that Ministers finally approved an ECGD 
credit of £35 million for the purchase of Jaguars on commercial terms*, 

/provided 

* Commercial terms, in the context of ECGD cover, then meant 30# irrevocable 

sterling payment with the order, and the balance over not more than five years 
from mean delivery, at an interest rate to be agreed (but not less than 7^#). 

However, HMG would agree if necessary that the 30# down payment would mean 10# 
with the order, 10# before delivery and 10# on delivery with the balance of 
cover over five years from mean delivery (113). 
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, w provided that the French Government would assume responsibility for the 
financing and insurance of both the pre-credit risk and the credit risk 
of the French content of such a contract (ill). On 24 December 1975 the 
Prime Minister agreed that an approach should be made to the French 
Government to establish whether they would be prepared to bear their 
share of credit for an Indian order for Jaguars up to Fr 960 million 
to cover 24 aircraft (instead of Fr S00 million to cover the 20 aircraft 
to which French .agreement had already been given). In February we told 
the Indians that Britain and France were prepared to agree to the sale 
on normal commercial credit terms of up to 24 Jaguars, The following 
month the Indians informed British Aircraft Corporation that they 
would like to consider proposals for collaboration in manufacture, 
under which the initial purchase of 20 aircraft would be followed 
by the progressive transfer of manufacture to India under licence, 

A total manufacturing run of up to 200 aircraft was mentioned. 

Nothing more was heard from the Indians until 2 British Jaguars 
crashed in September, The Indians then let us know that an imminent 
submission to the Cabinet recommencing negotiations with BAG had been 
held up while the implications of'the crashes were considered. 

Early in October, material was passed to the Indians giving our 
interim judgement that the crashes were caused by pilot error rather 
than by mechanical failure. It was rumoured in December that the 
Jaguar had been raised at an Indian Cabinet meeting on 7 December 
and that Mrs Gandhi had decided in its favour. However, nothing 
more had been heard from the Indians by the end of the year (112), 

62, Stimulated by the Prime Minister’s son Sanjay Gandhi, the 
Indians asked us for guided weapons and their technology. On 
10 May 1976 it was agreed that Swingfire might be offered for sale 
and local manufacture; Optical Rapier might be offered for sale 
and local manufacture and that the Blindfire Rapier might be 
offered for sale provided deliveries took place no sooner than 1933, 
but, at present, local manufacture could not be contemplated. BAC 
and Hawker Siddeley Dynamics Limited sent a joint team to India 
in August to negotiate collaboration in the development and 
manufacture of a number of guided weapons (116), 
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US Policy 

63. On 14 March 1973 a State Department spokesman announced that the US 
Government would now revert to the policy for arms sales to Pakistan and 
India which they followed between 1967 and the imposition of the total 
embargo in December 197*4 is they would be prepared to sell non-lethal 
military equipment to both countries and they would also sell spare parts 
for lethal equipment previously supplied by the US. At the same time the 
spokesman announced that the US Government would release $1.1 million worth 
of spare parts (including reconditioned aircraft engines and parachutes) 
already purchased by Pakistan but held up in the pipeline by the embargo, 
and 300 armoured personnel carriers promised to Pakistan under the 1970 
•'one-time exception” for which the Pakistan Government had made a down 
payment before the imposition of the embargo ( 11 ?). Later in the month, 

Mr Stone, in the US Embassy, said in a conversation to Mr Male that the 
US Government was to impose a total embargo on supplies of further lethal 
weapons to the Sub-continent (ll 8 >, however, his colleague Mr Grant Smith 
said, on 23 April, that although America did not intend to become a major 
supplier of arms to the Sub-continent this did not amount to a commitment by 
the US Government not to supply any lethal weapons to the Sub-ccntinent ( 119 ). 


64* On 24 February 1973 the US ended its embargo on the export of (lethal) 
military equipment to India and Pakistan and put into effect a policy under 
which the Americans would consider requests for arms exports for cash on a 
case—by—case basis* It was emphasised that the US Government was not planning 
to provide any equipment on a grant military assistance basis, or on credit, 
for the US had no interest in resuming its pre -1963 role as a major arms 
supplier to the region. The Americano caid that in assessing individual 
export requests they would take into account a number of factors including 
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Rights leads one to suppose that the linkage of Aid find Human Rights will be a 
, » 
continuing feature of American policy under his Presidency.* * 

Conclusion 

67 . HM3 has (except for six months following the outbreak of the 1965 Indo- 

» 

Pakistan war) publicly maintained a policy of selling arms for cash to both India 
and Pakistan, but to some extent (and especially in 1971) this was modified by the 
scrutiny of individual arms sales, by the FCO, resulting from the need to obtain 
political clearance for the export of military supplies from the UK. In practice 

t 

this favoured India. 

68. Over the period as a whole, HKG's policy on defence sales to India and Pakistan 

has been determined more by sub-continental events than by changes in the British 

Government. However, since the middle of 1976 British national (and particularly 

commercial) interests rather than sub-continental reactions, appear to have greater 

weight in deciding HKG's policy on arms sales to India and Pakistan. 

« # 

69 . No military aid has been given by HMS to India or Pakistan since 1965 (except 
the small sums spent on training servicemen) except in as far as there is an element 
of aid in giving ECGD cover. 

70 . British and American policies cannot be understood in isolation. Although the 
role of China and the Soviet Union in the’ sub-continent falls outside the scope of 
this paper Chinese and Soviet activities cannot be ignored. The deterioration of 

1 

Sino-Soviet relations had repercussions in the sub-continent. The Americans had 
decided in 195^ to give military aid to the Pakistanis and to equip the Pakistan 
armed forces with American equipment. They had showed little interest in supplying 

India with arms. Following the Chinese incursion into the North East Frontier 
Agency, in 1962, the US gave military aid to India. This provoked the Pakistanis 

/to 

• . 

* On 19 Kay 1977 the President made a policy statement announcing the 

Administration's policy towards conventional arms transfers. The six main 
points are summarised in Washington telno 2254 of 20 May 1977 to the PCO, but 
are not reproduced here for none have exclusive application to India or 
Pakistan. /, 1 
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to welcome support from the Chinese.* The Americans however declined to supply 
naval as well as air and land defence equipment to India ,^ which in consequence 
turned to the Soviet Union for naval equipment. In 1963 India also started to 
manufacture Soviet missiles under licence for the MiG-21 aircraft. Production 
expanded and now covers whole aircraft. As can be seen from Annex Villa the Soviet 
Union has become by far the largest supplier of military hardware to India. At 
the time of the 1965 Indo-Pakistan confrontation neither the Chinese nor the 
Soviet Governments restrained the flow of arms to the sub-continent (in contrast 
to British and American practice^). The supply of Soviet arms to Pakistan in 
19o8/69 (partly intended to contain Chinese and American influence) produced 
concern in India which was muted, however, when the Congress party split and the 
more critical Ministers were removed from the Indian Government. In 1971, in 
preparation for action against the Pakistanis, India signed the Treaty of Peace 
and Friendship with the Soviet Union. This perhaps marked the culmination of 
growth of Soviet influence at the expense of the Americans. Subsequently India 
appeared to wish to repair her relations with the United States and China, and 
to become less dependent on Soviet support. 


/71 


* Chinese military aid to Pakistan started in 1963 . It amounted to 
US $200 million by the end of 1970. 

/ see paragraph 20 

/ see paragraph 24 and 28 
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71. Despite continuing attempts to increase domestic production* both India 
and Pakistan will remain importers of military equipment in the foreseeable 
future. Their current capacity to purchase is restricted by the non-availa¬ 
bility of cash and scarcity of credit. Their military expenditure (1972-1975) 
is shown in Annex Vlllb. Annex IX lists the main items of British military 
equipment in use in the Indian and Pakistan armed forces. 


* India has a much more developed and sophisticated indigenous arms industry than 
Pakistan. Output from 28 ordnance factories meets the entire requirement of 
the Indian Army in respect of small arms and light artillery. Vijayanta tanks 
are produced at the Heavy Vehicles factory at Avadi. Nine public sector under¬ 
takings, controlled by the Ministry of Defence, produced goods worth Rs 3500 million 
(approximately US S404 million) in 1975-76. The largest of these is the 
Hindustan Aeronautics Ltd (HAL) (with units in Bangalore, Hyderabad, Kanpur, 

Koraput, Lucknow,and Nasik) manufacturing supersonic jet fighters and air-to- 
air missiles. The Mazagoan Dockyard in Bombay is building Leander class 
frigates for the Navy, and the Bharat Electronic (BEL) at Bangalore and 
Ghaziabad manufactures electronic equipment. An Arms Production Board exists 
in Pakistan to plan and develop a modern indigenous arms industry. The Army 
has wished for many years to decrease its dependence on overseas supplies and to 
manufacture more weapons and ammunition locally. There is export potential in 
the Gulf States for such arms os are produced but the Ordnance factories at Wah 
cannot yet satisfy the domestic market. The Pakistanis can now assemble medium 
performance light jet aircraft but they do not have the capacity to produce all 
the components and still have a very long way to go before they can. 
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NOTES 


! a r ! t ?".. tcln ° 1 ‘* 36 ? !md 1,,J62 to 0,0 Indian =»a Pakistan Governments, 
dated 22 November 1947, on file D 3420/26 of 1949 . 


JisPS Reports of 14 January and 17 March 1943 on file D 3420/10 of 1948. 

In a letter dated 19 March 1948 from the CRO to Mr Ahmad, a First 
Secretary in the Pakistan High Commission in London, on file D 3420/26 


(4) 

(3) 

( 6 ) 


JVPC dated 10 October 1951, folio 16 on file D 3420/27. 

Minute from the Prime Minister to the Secretary, Ministry of Defence, 
dated 26 December 1951, folio 20 on file D 3420/27. 

CC(52)30th Conclusions, and JVPC dated 27 March 1932, folio 4l on file 
D 3420/27. 


(7) CRO telno 2747 of 9 December 1955, folio 123 on file DDF 12/5/2. 

( 8 ) Folio 364 on file DDF 12/5/2. 

(9) Washington telno 3093 to fOO, dated 13 June 1949, on file F 8716 o-f 
1949. 

( 10 ) Department of State letter, dated 29 November 1930 , to the Pakistan 
Ambassador on file FL 1192/9 of 1951. 

(11) Letter from Delhi to the CRO dated 31 March 1931 on file FL 1193/4 of 


(12) File SA 6/231/1 Part A especially 

folio 1 ; Washington telno 2160 to FO dated 9 October 1953; 

folio 39 : Washington telno 2245 to ID dated 16 October 1953; 

folio 350 : Washington telno 2793 to FO, dated 29 December 1953; 

folio 843 •* A Statement from the White House dated 25 February 1954. 

(13) Washington telno 1466 of 13 Kay 1963 folio 4 on file SEA 52/8. 

(14) SAD note of 21 November 1963 , folio 1274 on file SEA 52/7 (Part K) 

(15) Washington letter to CRO dated 18 September 1959, folio 364 on file 
DEF 12/5/2 Part B. 

(16) Hansard on 29 November 1962 ; and Karachi telno 1549 to CRO dated 
30 November 1962, folio 116 on SEA 56/52/2. 

(17) CRO Memorandum dated 23 March 1964 (folio IB); 

CRO telno 952 to Delhi, dated 26 March 1964 (folio 4); and 
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Mr O'Brien's letter PL 545/5/3 dated 25 November 1964 to Mr Haul 
(attached to folio 65 a) 

All on file 2 DEF 46/4. 

( 18 ) Mr Rumbold's letter of 22 June 1964 on F 1192/42 of 1964. 

(19) Mr Pickard's Note for Record, dated 23 July 1964, folio 18 on file 
2 SEA 65/90/1. 

( 20 ) Karachi telno 1385 to CRO dated 9 October 1964, folio 22 on 2 SEA 
65/90/1. 

(21) Karachi telno 1598 to CRO dated 12 November 1964, folio 30 on 
2 SEA 65/90/1. 

} 

( 22 ) CRO Brief dated 27 June 1963 (folio 991 ) and extract from the Birch 
Grove Record (folio 992) on file SEA 52/? Part H. 

(23) Washington telno 1466 of 13 May 1963 , folio 4 on SEA 52/8. 

(24) Record of Conversation with Mr Talbot on 10 October 1963 in CRO, 
folio 1193 on SEA 52/7 Part K. 

* 

(25) Washington telno 3900 to FO dated 12 December 1963 (folio 1320) and 

Delhi telno 3572 to CRO dated 17 December 1963 (folio 1330) on 
SEA 52/7 Part K; and 

Washington telno 1864 to FO dated 19 May 1964 on file F 1192/35. 

(26) CRO Print dated 23 October 1964, folio 53 on 2 DEF 46/4. 

(27) Delhi letter PL 545/5/3 of 27 October 1964, folio 10 on 2 DEF 46/137/2. 

( 28 ) Washington telno 3616 to FO of 30 October 1964, folio 12 on 
2 DEF 46/137/2. 


(29) Paragraph $A of OPD( 66)82 Memorandum dated 20 July 1966 on file 
F 1192/73. 

(30) Memorandum ESC(65)l8 dated 20 October 1965 on file F 1192/8? and a 
Paper on the supply of Gnat Components to India, folio 199 on 

2 SEA 90/65/2 Part C. 

(31) SAD minute of 24 November 1965 , folio 201 B on 2 SEA 90/65/2 Part C. 

(32) FO telno 9339 of 24 November 1965 , folio 201 A on 2 SEA 90/65/2 Part C. 

(33) FO telno 8825 of 8 November 1965 , folio 1?2 on 2 SEA 90/65/2 and FO 

telno 2222 dated 29 November 1965 on file F 1192/107. 

(34) CRO telno 951 of 16 March 1966 on 2 SEA 90/65/9. 

(39) It) telno 7231 of 27 July 1966 to Washington on file F 1192/75. 
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(36) According to the Annex ('A 'chronology of US Arms Policy to India and 
Pakistan') to Washington letter dated 25 February 1975, folio 1? on 
FSP 10/304/1. 

% 

(37) Washington telno 2497 of 2 October 1965, folio 6E on 2 SEA 90/5/5. 


(38) Mr Garner's minute of 1 May 1967 (folio 46) and Mr Johnston's letter 
of 2 May 1967 (folio 4?) on 1967 file SL 10/5 Part A. 


(39) Paragraph 3 of the Minute dated 19 October 1967 from the Commonwealth 
Secretary to the Prime Minister^folio 75 on 1967 file SL 10/1. 

(40) Mr Duff's submission of 10 April 1968 (folio 89) and Mr Hunt's letter 
dated 11 April 1968 (folio 90) on file SL 10/1 Part B. 

(41) SAD minute of 23 January 1968 (folio 67) and Delhi letter of 
8 February 1968 (folio 68) on file SL 10/1 Part B. 


(42) Paragraph 5 of PMVP(71‘)(BTB)9 dated 21 December 1970 on file FSP 10/1 
Part A. 


(43) Particularly Mr Duff's letter of 8 April 1968 (folio 88) 

Mr Williams letter of 18 April 1968 (folio 91), and 

Mr McCluney's minute of 28 June 1968 (folio 10?) on file SL 10/1 
Part B. 

(44) Particularly folios 123a, 133, 138.and 152 on 1967 file SE 10/1. 

(45) Particularly folios 7, 14, 46, 54 and 86 on the 1970 file FSE 10/3. 

(46) Statement to the Arms V.’orking Party-, dated 18 April 1967, folio 53 
on 1967 file SE 10/1 Part B; and 

Mr Johnston's letter of 2 May 1967, folio 47 on 1967 file SL 10/5 
Part A. 

(47) Mr Duff's letter of 23 January 1968, folio 67 on 1967 file SL 10/1. 

(48) Washington telno 3528 to PO dated 9 November 1967, folio 8l on SL 10/5 
Part B. 

(49) Washington letter I 10/2 dated 22 May 1970, folio 67 on file FSE 10/3. 

* 

(50) Washington letter P/10/1 dated 23 December 1969, folio 13 on file 
FS 10/7. 

(51) Washington letter of 5 October 1970, folio 5 on file FSP 10/11. 

(52) Hansard 29 March 1971. 

(53) SAD letter FSP 10/6 dated 2 April 1971 (folio 12 on FSP 10/2). 
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(54) SAD submission of 7 April 1971, folio 13 on file ISP 10/2. 

(55) FCO telno 296 to Islamabad dated 17 April 1971, folio 16 on file 
ISP 10/2. 


( 56 ) Hansard 29 April 1971 

(57) SAD submission dated 18 May 1971, folio 56 on file ESP 10/2. 

(58) SAD submission dated 9 July 1971, folio 37 on file ISP 10/2. 

\ 

(39) Hansard 12 July 1971 (folio 62 on file ISP 10/2.) 

(60) FCO telno 1170 to Delhi, dated 30 July 1971, folio 83 on file 
ISP 10/2. 

(61) SAD submission of 16 August 1971, folio 100 on file ISP 10/2. 

(62) SAD submission of 27 August 1971, folio 105 on file ISP 10/2. 

(63) SAD letter to Islamabad dated 22 November 1971 , folio l 6 l on file 
ISP 10/2; and 

SAD submissions of 20 and 29 October 1971, folios 141 and 143 on file 
ISP 10/2. 

(64) SAD submissions and letter dated 9 March 1971, folios 7 and 8 on file 
ISE 10 / 17 . 

( 63 ) SAD submission of 27 August 1971 (folio 30) and 

SAD letter of 17 September 1971 (folio 32) on file ISS IO/ 17 . 

( 66 ) Hansard 13 December 1971 (folio 1 on 1972 file IS 10/2). 

( 67 ) Washington telno 1332 of 17 April 1971, folio 20A on file ISP 10/2 
Part A for 1971 . 

( 68 ) V/ashington letter P 10/1 dated 6 October 1971, folio 17 on FSP 10/8. 

( 69 ) V/ashington telno 3639 of 2 November 1971 ; and 

fsp 

V/ashington telno 3731 of 9 November 1971 , folio 13 on file 10 / 8 . 

(70) V/ashington telno 4044 of 2 December 1971, folio 3c on file IS 10 / 1 . 

(71) ECO telno 701 of 20 Kay 1972 , folio 31 on file ISP 10/4 of 1972. 

(72) SAD submission of 9 May 1972, Defence Department letter of 22 Mny 1972; and 

IX)0 telno 717 to Islamabad dated 25 May 1972, 

folios 29, 32 and 39 on file ISP 10/4 of 1972. 
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On the SAD submission dated 24 May 1972 folio 38 on the 1972 file ESP 
10/4. 

See also SAD minute dated 30 Kay, folio 43. 

Hansard for 19 June 1972, folio 5 on 1972 file FS 10 / 2 . 

SAD submission 2 August 1972, folio 102 on 1972 file ESP 10/4 (^art B); and 

FCO telno 999 dated 15 August 1972 to Islamabad, folio 110 on 1972 file 
ESP 10/4 (rart B). 

Brief No 3 for the Prime Minister's talks with President Bhutto 
(folio 63 ) and the Record of the Meeting on 24 July 1973 (folio 66 ) on 
the 1973 file ESP 10/4 Part B. 

Minute dated 15 July 1974 folio V/48 on 1974 file ESP 10/348/2. 

Paragraph 2 a of undated minute by Mr Chalmers, folio 64 on 1974 
file ESP 10/548/2. 

Miss Drew's minute of 16 July 1974, folio 55 on 1974 file ESP 10/548/2. 

SAD submission dated 26 June 1974, folio 48 on 1974 file ESP 10/548/2. 

SAD submission of 3 September 1974 (folio 8l) and 

Mr Cole’s letter to SAD dated 13 September 1974 (folio 90) on 1974 
file IBP 10/548/2 Part B. 

Paragraph 3 of Mr Chalcer's undated minute, folio 64 on 1974 file 
ESP 10/548/2. 

Mr Wilford's letter of 23 April 1.975, folio 51 on 1975 file ESP 10/548/1. 

SAD submission dated 8 August 1975, folio 9 on 1975 file ESP 10/548/11. 

SAD submission of 24 February 1976, folio 25 on 1976 file ESP 087/548/3. 

SAD letter of 17 August 1976, folio 104 on 1976 file IBP 087/548/3. 

SAD submission of 2 November 1972 folio 17A on 1972 file ESP 10/18. 

Letter from the Treasury dated 9 February 1971 1 folio 53 on 1971 file 
FSP 10/1 Part B. 

SAD submission of 8 February 1973» and FCO telno 161 of 11 February 1973 
(folios 6 and 7) on 1973 file FSP 10/1. See also paragraphs 3-5 of Delhi 
letter 10/26 to SAD, dated 1 March 1973 (folio 19). 

SAD submission dated 4 June 1973t folio 82 on 1973 file. IBP 10/1 Part B. 

SAD submission of 2 May 1974, folio 15 on 1974 file IBP 10/548/7. 
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( 92 ) SAD submission of 27 November 1973 (folio 137), mid ECO telno 1113 
of 13 December 1973 (folio 143) on 1973 file ESP 10/1 Part C. 

(93) SAD letter of 24 January 1975, Treasury letter of 7 March 1973, and 
ECGD letter of 17 March 1975 (folios 6 , 12, 18, and 23) on 1975 
file ISP 10/548/3. 

(94) Pakistan Embassy letter dated 7 July 1976, folio 24 on 1976 file 
JSP 087/548/2. 

(95) Delhi telno 2455 of 6 October 1972, folio V/43 on 1972 file FSE 10/16. 

(96) SAD submission of 27 October 1972, folio 52 on 1972 file E5E 10/16. 

(97) MOD letter D/DS 13/206/38 dated 8 November 1972 , folio 59 on 1972 
file ESE 10/16. 

(98) Treasury letter of 11 January 1974, SAD minute of 29 January, SAD 

' submission of 30 January, and 

Treasury letter of 18 February (folios 9, 13, 15 and 22) on 1974 
file ESE 10/548/1. 

(99) Memo by Secretary of State for Defence dated 15 March 1974 (folio 49) and 

Treasury letter 2 IE 17/91/04 dated 9 April 1974 (folio 73a) on 1974 
file ESE 10/548/1. 

(100) Letter from Narendra Nath dated 14 April 1974, folio 80 , on 1974 
file ESE 10/548/1. 

(101) Delhi telno 850 of 24 May 1974 folio 107 on 1974 file ESE 10/548/1. 

(102) SAD submission of 13 June 1974, folio 130 on file 1974 ESE 10/548/1. 

( 103 ) Arms Control and Disarmajnent Department minute dated 7 June 1974 folio 14' 
on 1974 file FSE 10/548/1. 

(104) MOD letter FUS/74/762 dated 12 July 1974, folio 188 on 1974 file 
ESE 10/548/1. 

(105) SAD submission of 26 July 1974 (folio 199), and Treasury reply of 
31 July (folio 205) on 1974 file ESE 10/548/1. 

(106) Treasury letter of 5 February 1975 , folio 24 on 1975 file ESE 10/548/1. 

* 

(107) SAD minute of 12 May 1975, folio 69 on 1975 file ESE 10/548/1. 

(108) Treasury letter 2F(E)71/91/02 dated 2 July 1975, folio 102 on 1975 
file ESE 10/548/1. 

(109) Mr Bonn's letter of 8 August 1974 (folio 216), 

SAD submission of 20 August (folio 219), 

Mr Callaghan's letter of 23 August (folio 226), and 

Mote OPDO (SE)(74)7 (Devise) dated 6 December 1974 (folio 309) on 
1974 file ESE 10/548/1. • 
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( 120 ) 

( 121 ) 

( 122 ) 

(123) 


Hr Varley's letter dated 24 July 1975, Hr Kasonb letter dated 
3 August, Defence Department's note of 21 August, SAD's consents 
on 27 August, and MOD's draft paper of 26 September (folios 127» 

128, and 147) on 1973 file FSE 10/348/1. 

FCO tclno 486 of 3 November 1975, folio 125 on 1975 file PSP 10/548/1 
Part C; and 

ECGD telegram to Britair Warton, sent 30 January 1976, folio 35 on 
1976 file FSE 087/548/1. 

SAD note dated 10 December 1976 on BAC Interests, on 1976 file 
FSE 185/548/1. 

Treasury letter of 27 January 1976, folio 30 on 1976 file FSE 087/548/1. 
Department of Trade letter of 13 February 1976 (folio 16 ), and 
Department of Industry letter of 20 February (folio 17 ) ana * 

The Paymaster General's letter of 1 April on 1976 file FSE 185/548/1. 
Department of Trade telno creda 3 of 10 January 1977 end 
Delhi telno creda 6 of 12 January 1977» 

SAD submission of 7 May 1976 (folio 2); 

FCO telno 28 3 of 10 May (folio 5); 

SAD brief of 9 June on Delhi telno 723 of 8 June (folios 21 ana 23); end 

Record of the meeting on 21 June on guided missiles (folio 32) on 1976 
file FSE 087/548/4. 

Washington telno 987 of 14 March 1973, folio 3 on 1973 file FS 1C/2. 

Mr Male's letter of 21 March 1973 on FSE 3/304/1, 

(see also SAD minute of 30 April 1973, folio 18 on 1973 file 
FS 10/2.) 

Delhi letter 3/12 of 2 May 1973, folio 19 on 1973 file FS 10/2. 

Washington telno 693 to FCO dated 24 February 1975, folio 5 on 1975 
file FSP 10/304/1. 

SAD minute of 24 May 1976, folio 6 on 1976 file FSP 087/304/1. 

Far Eastern Economic Review dated 17 December 1976. 

The article by Flora Lewie in the Internation Herald^of 17 November 1976, 
and the piece by Leslie Murphy of Reuters on 8 December 1976. 
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ANNEX II 


(COPY from FL1192/9 of 1951) 


DEPARTMENT OF STATE 

WASHINGTON D.C. 

November 29, 1950 


Excellency, 

I have the honor to address your Excellency concerning the request of the 
Government of Pakistan for the transfer of certain items of military supplies 
and equipment by the Government of the United States. There are certain 
assurances and undertakings by the Government of Pakistan which the Government 
of the United States must obtain before completing any transaction xinder 
Section 408 (e) of the Mutual Defense Assistance Act of 19**9, (Public Law 329, 
8lst Congress) as amended by Public Law 621, 8lst Congress. 

The Department understands the Government of Pakistan is prepared to agree 
to use such items as may be provided to foster international peace and security 
within the framework of the Charter of the United Nations through measures 
which will further the ability of nations dedicated to the principles and pur¬ 
poses of the Charter to participate effectively in arrangements for individual 
and collective self-defense in support of those purposes and principles; and 
moreover, that the items to be provided by the Government of the United States 
are required by the Government of Pakistan to maintain its internal security, 
its legitimate self-defense or permit -it to participate in the defense of the 
area of which it is a part; and that it will not undertake any act of aggres¬ 
sion against any other state. 

The Department understands also that the Government of Pakistan will 
obtain the consent of the Government of the United States prior to the transfer 
of title to or possession of any equipment, materials, information, or services 
furnished, and that the Government of Pakistan will take appropriate measures 
to protect the security of any article, service, or information furnished. The 
Government of Pakistan also understands, the Department is informed, that the 
Government of the United States necessarily retains the privilege of diverting 
items of equipment or of not completing services undertaken if such action is 
dictated by considerations of United States national interest. 

Finally, the Department understands that the Government of Pakistan is 
prepared to accept terms and conditions of payment for the items transferred, 
to be agreed upon between the Government of Pakistan and the Government of the 
Unit-ed States, which accord with the terms of Section 408 (e) of the Mutual 
Defense Assistance Act of 19*+9, as amended. 

A reply by the Government of Pakistan to the effect that these understand¬ 
ings are correct will be considered as constituting an agreement between the 
Government of Pakistan and the Government of the United States. 

Accept, Excellency, the renewed assurances of my highest consideration. 

For the Secretary of State: 

George C. McGhee 


His Excellency 

M.A.H. Ispahan! 

Ambassador of Pakistan 
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Exchange of Letters 

between the Government of the United Kingdom of 
Great Britain and Northern Ireland and 
the Government of India 

agreeing the terms and conditions of a 
. Special Defence Credit to the Govern¬ 
ment of India for assistance towards 
the Mazagon Dockyard .and Leander 
Frigate Project 

London, 20th November, 1964 


Presented to Parliament by the Secretary of State for Commonwealth Relations 

by Command of Her Majesty 
December 1964 
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ANNEX III 



EXCHANGE OF LETTERS BETWEEN THE GOVERNMENT OF HIE 
UNITED KINGDOM OF GREAT 1JRITA1N AND NORTHERN 
IRELAND AND THE GOVERNMENT OF INDIA AGREEING 
TERMS AND CONDITIONS OF A SPECIAL DEFENCE CREDIT 
TO THE GOVERNMENT OF INDIA FOR ASSISTANCE 
TOWARDS THE MAZAGON DOCKYARD AND LEANDER 
FRIGATE PROJECT'. 

No. 1 

The Secretary of State for Commonwealth Relations to the Minister of 
Defence, Government of India. 


Commonwealth Relations Office 
20th November, 1964 

Sir, 

I have the honour to inform you that, in pursuance of discussions 
between our two Governments, the Government of the United Kingdom of 
Great Britain and Northern Ireland will make to the Government of India 
a Special Defence Credit (hereinafter referred to as the “ loan ”) of up to 
£4,700,000 to meet payments due under contracts entered into between the 
Government of India and persons or corporations in the United Kingdom 
and approved by the United Kingdom Government, in respect of the re¬ 
construction of the Mazagon Dockyard at Bombay, and the construction 
there of Lcander Class Frigates. 

The loan shall be used only for goods or* equipment wholly manufac¬ 
tured in the United Kingdom or services supplied by persons or corpora¬ 
tions resident in the United Kingdom. 

The United Kingdom Government, on receipt from the Government of 
India of a request for the payment of sums due under the said contracts, 
with details identifying the contract under which and the goods and ser¬ 
vices in respect of which the payment is due and with a certificate by the 
contractor that the goods have been wholly manufactured in the United 
Kingdom or the services have been supplied by persons or corporations 
resident in the United Kingdom and accompanied where required by the 
United Kingdom Government by a certificate from the consulting engineers 
that the payments are so due. will make these payments out of the loan 
on behalf of the Government of India. No payment out of the loan will 
be made after 3Jsi March 1971. 

Interest will be payable by the Government of India on each payment 
out of the loan by the United Kingdom Government at the rate currently 
applied by the United Kingdom Treasury at the dale of each such payment 
to a loan for a comparable period out of the Consolidated Fund under 
Section 3(2) of the Export Guarantees Act 1949. Interest will be payable 
on each payment from the date upon which the payment was made. The 
United Kingdom Government will notify the Government of India on the 
occasion of each such payment by the United Kingdom Government giving 
the amount of the payment, the rate of interest chargeable and the terms 
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for payment. Interest due on the amount of the loan outstanding will be 
paid half yearly on 30th April and 31st October in each year. 

The Government of India will repay to the United Kingdom Government 
the amount of each payment made by them in pursuance of paragraph 1 
of this letter by 10 equal yearly instalments the first instalment being paid 
on 30th April in the second financial year (1st April to 31st March) follow¬ 
ing that in which the payment out of the loan was made. 

The Government of India may at any time repay the loan to the United 
Kingdom Government by paying to them the amount then outstanding 
with interest due thereon. 

I would be glad to have your confirmation that the Government of India 
accept the loan on the terms and conditions proposed in this letter and that 
this letter and your reply in that sense should be regarded as constituting 
an agreement between the two Governments. ' •’ 

I have the honour to be. Sir. 

Your most obedient servant, 

ARTHUR BOTTOMLEY. 


No. 2 ' 

The Minister of Defence, Government of India to the Secretary of State for 
Commonwealth Relations. 

London 
20 th November, 1964 


Sir, 

I have the honour to acknowledge the receipt of your letter of 20th 
November, 1964, which reads as follows :— 

“ I have the honour to inform you that in pursuance of discussions 
between our two Governments, the Government of the United King¬ 
dom of Great Britain and Northern Ireland will make to the Govern¬ 
ment of India a Special Defence Credit (hereafter referred to as the 
“loan") of up to £4.700.000 to meet payments due under contracts 
entered into between the Government of India and persons or corpora¬ 
tions in the United Kingdom and approved by the United Kingdom 
Government, in respect of the reconstruction of the Mazagon Dockyard 
at Bombay, and the construction there of Lcandcr Class Frigates. 

2. "The loan shall be used only for goods or equipment wholly 
manufactured in the United Kingdom or services supplied by persons 
or corporations resident in the United Kingdom. 

3. “The United Kingdom Government, on receipt from the Govern¬ 
ment of India of a request for the payment of sums due under the said 
contracts, with details identifying the contract under which and the 
goods and services in respect of which the payment is due and with 
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a certificate by the contractor that the gO">ds have been wholly manu¬ 
factured in the United Kingdom or the services have been supplied by 
persons or corporations resident in the United Kingdom and accom¬ 
panied where required by the United Kingdom Government by a certifi¬ 
cate from the consulting engineers that the payments are so due, will 
make these payments out of the loan on behalf of the Government of 
India. No payment out of the loan will be made after 31st March, 
1971. 

4. “ Interest will be payable by the Government of India on each 
payment out of the loan by the United Kingdom Government at the 
rate currently applied by the United Kingdom Treasury at the date of 
each such payment to a loan for a comparable period out of the 
Consolidated Fund under Section 3(2) of the Export Guarantees Act 
1949. Interest will be payable on each payment from the date upon 
which the payment was made. The United Kingdom Government will 
notify the Government of India on the occasion of each such payment 
by the United Kingdom Government giving the amount of the pay¬ 
ment, the rale of interest chargeable and the terms for payment. In¬ 
terest due on the amount of the loan outstanding will be paid half- 
yearly on 30th April and 31st October in each year. 

5. “The Government of India will repay to the United Kingdom 
• Government the amount of each payment made by them in pursuance 

of paragraph 1 of this letter by 10 equal yearly instalments, the first 
instalment being paid on 30th April in the second financial year (1st 
April to 31st March) following that in which the payment out of the 
loan was made. 

• 6. “ The Government of India may at any time repay the loan to the 
United Kingdom Government by paying to them the amount then out¬ 
standing with interest due thereon. 

7. “ I would be glad to have your confirmation that the Government 
of India accept the loan on the terms ar,d conditions proposed in this 
letter and that this letter and your reply in that sense should be 
regarded as constituting an agreement between the two Governments.” 

I confirm that the Government of India accept the loan referred to in 
your letter on the terms and conditions proposed therein and that your 
letter and this reply should be regarded as constituting an agreement 
between the two Governments. 

Yours faithfully, 

Y. B. CHAVAN. 


Printed in England and published by 
Her Majesty's Stationery O met 


01216) Wt. |}4—70*5 Ktl 12/64 St-S. 
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when such sales contribute to arms limitation or reduced military expenditures 
and the maintenance of a reasonable military balance between the two nations. 
The question is not now before the United States as to replacing an er.d item 
of United States origin should that item be totally destroyed through accid¬ 
ental loss. That contingency will be considered when it arises. 

D. Indicating >.0 India and Pakistan our willingness to reinstitute train— 
ing in the United Stages for a limited number of key Indian and Pakistani 
military personnel under MAP. 

E. Disbursement of remaining obligated FY -67 credit sales funds only 
where such expenditures will contribute to United States security interests, or 
to support of the general policy of arms limitation. Credit sales shall be for 
non-lethal items only. 


Embassy of the United States of America 
London, April 7 , 1967 


S7 

SECRET 



c • 


UL'I UlUJIUlvL JJwWJw V 

COMfiAWnftL ftN\j£YjL 


Foreign and Commonwealth Office 
London S.W.1 

11 September 197** 


Defence Sales to Fakistan 

I am sorry we have taken so long to reply to your letter of 27 June about 
future policy on defence sales to Pakistan. 

What follows has been agreed with the Ministry of Defence, the Treasury 
and ECGD, and this has taken a little time. Ministers have decided that our 
future policy on defence sales to Pakistan should be based on the following: 

(a) while Pakistan remains in default on some private debt, sales on 
credit wall be ruled out, as they have been for the last two years: 
i.e. no special exception to the ICGD rules will be cade for 
Pakistan; Fakistan must therefore continue to pay cash for all 
purchases including arms; 

(b) within this framework all requests from Pakistan will be looked at 
on their merits taking into account the various factors mentioned 
in ny letter of 27 June; 

(c) in view of the considerations set out below we should be able to 
be more responsive to Pakistani requests. 

Ve believe that this relaxation in our attitude to Pakistan can be sus¬ 
tained without severe damage to our interests in India. The Indian nuclear 
explosion has brought about a new situation on the sub-continent. India's 
paramountcy has been demonstrated, even more vividly than during the 1971 war. 
The standard Indian argument against arms sales to Pakistan has been that such 
sales encourage Pakistan to enter into costly military adventures with India. 
This argument lost some of its force after 1971 when India's overwhelming 
military superiority was demonstrated, but after the Indian nuclear explosion 
ve do not think that it is any longer possible to imagine the Pakistanis making 
a preemptive attack on India. Thus it would now be more difficult for the 
Indians (who know this) to argue convincingly that Pakistan might be tempted 
into military adventures by the mere acquisition of new and core efficient 
weapons. 

Since Pakistan feels threatened by India more than ever before ve can be 
sure that Pakistan will get what defence equipment she can wherever she can. 

By depriving ourselves of -sales, as we have done during the past two years, we 
would not deprive Pakistan of equipment. 


/We do not 


Lord Bridges, 

10 Downing Street. 
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We do not propose to tell the Pakistanis of our greater flexibility. As 
you know, "when Hr Ennals saw the Pakistan Minister of State for Defence and 
Foreign Affairs, Mr Asis Ahmed, he explained to him that we did not operate 
an embarge on the sales of arms to Pakistan but looked at each request on its 
merits. This basic position has not changed and if the Pakistanis have the 
cash to buy they will find out soon enough that we are prepared to be more 
forthcoming than we were. 

I am sending copies of this letter to Robson (Treasury), Chapman (ECGD), 
and Nicholls (MOD). 

\ * 


(R. N. Dales) 
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Foreign and Commonwealth Office 

London SVV1A2AH 


Telephone 01- 


Your reference 

J C W Bushell Esq CM3 

ISLAMABAD Our reference 

Date 17 September 1976 


\ 


PAKISTAN : DEFENCE SALES 

1. Many thanks for your letter of 1*t September, .about policy on sales of 
defence equipment to Pakistan. 

2 . I hope I can make things clearer. The Foreign and Commonwealth Office 
only comes into arras sales in the sense that the Ministry of Defence ask us 
in every case whether there is "political objection" to the supply of a 
piece of equipment to a particular country. The grounds for raising objection 
might be either our relations with that country or its aggressive policies 
towards someone else or the political situation in the area in which it lies. 

In the case of Pakistan, I do not regard it as lying in an area of political 
tension, I do not foresee Pakistan attacking any of her neighbours unprovoked, 
and 1 see no reason for refraining from selling to Pakistan any weapons we 
would normally release to any ally outside NATO. There nay also be security 
objections to a sale, in the sense that highly classified technology could 
fall into the wrong hands: that is a matter for the Ministry of Defence. In 
addition, there is the "terrorist" threat in the case of things like raan- 
portablc ground-to-air missiles: we are consulted on the risks of such weapons 
(as distinct from their technology) finding their way into the wrong hands. 

Of course India comes into our political assessments (as Pakistan does 
the other way round), but I am not disposed to be told by third countries 
what v/e may or may not sell and in every case we give our advice on the 
political aspects of a sale in terms of British interests, not someone else's. 

I regard circumstances as having moved on since 197 ** and the early months of 
1975, and I cannot think of any piece of equipment 1 would now want to raise 
political objections to for Pakistan, except a weapon that could have no 
reasonable purpose other than that of deliberate aggression. If you look at 
the record over the past two years I think you will find that the only 

/constraints 
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constraints on sales have in fact been financial (lack of credit) and the 
reluctjince of the Pakistan Government to place or go through with an order. 

4. I hope that this solves your uncertainties and those of your Defence 
Attache. If what I have said is not in line with his current instructions 
from the Ministry of Defence it nrust be for them to make any amendments to 
those instructions; but if that is the case it might be useful for us to 
discuss during tny visit to Islamabad what needs to be done. I have ventured 
to amend his statement of current ICO "guidelines" and enclose a copy. 


ft J O'He?11 

Head of South Asian Department 

Enc 
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PAKISTAN : GUIDELINES FOR ARMS SALES 

1 . 

Defence equipment is a useful potential export to Pakistan as well as 
to other countries. 

2 . 

\ 

The Ministry of Defence ask the 100 whether there are political 
objections to any order, and also consider it themselves. Each firm 
request from GOP is assessed separately on its merits. 

3. 

The 100 will advise against allowing a sale only where: 

a. In our view a sale would have serious implications for the 
stability of the sub-continent, or a weapon could be intended 
only for offensive and .not defensive purposes; though the line is 
difficult to draw between what is offensive and defensive. 

b. The weapon could conceivably reach the hands of the PLO type 
terrorists. 

4. 

The MOD will not agree to a sale if: 

a. Any of the technology involved is too sensitive to risk reaching 

China or the Soviet Union via Pakistan. 

3. 

Sales can only take place on a strictly commercial, cash basis. No 
Government assistance is available for special credit or soft loans. 

This covers arms produced by the Royal Ordinance factories as well as 
civilian firms. 


/ 
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Export Guarantees Act 1968 

CHAPTER 26 

ARRANGEMENT OF SECTIONS 

Section 

1. Export guarantees. 

2. Further power to give guarantees, etc. in national interest. 

3. Power of Board of 1 rade to acquire securities. 

4. Limit on commitments under this Act. 

5. Controlled companies. 

6. Supplementary provisions as to guarantees. 

7. Exercise of powers of Board through Export Credits 

Guarantee Department. 

8. Returns. 

9. General expenses and receipts. 

10. Interpretation. 

11. Short title and repeals. - - - 
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Export Guarantees Act 196S 
ELIZABETH II 
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I96S CHAPTER 26 


An Act to consolidate the Export Guarantees Acts 1949 
to 1967 as amended by the National Loans Act 1968. 

[30th May 1968J 

B e rr enacted by the Queen’s most Excellent Majesty, by and 
with the advice and consent of the Lords Spiritual 2 nd 
Temporal, and Commons, in this present Parliament 
assembled, and by the authority of the same, as follows:— 

I.— (1) For the purpose of encouraging trade with other Export 
countries, the Board of Trade, after consultation with the Export guarantees. 
Guarantees Advisory’ Council, may with the consent of the 
Treasury' make arrangements for giving such guarantees to, or 
for the benefit of, persons carrying on business in the United 
Kingdom, the Isle of Man or the Channel Islands as arc mentioned 
in subsection (2) of this section. 

(2) The guarantees for which arrangements may be made 
under this section are guarantees in connection with the export, 
manufacture, treatment or distribution of goods, the rendering 
of services, or any other matter which appears to the Board of 
Trade conducive to the purpose of encouraging trade with other 
countries. 

(3) In this section “ trade with other countries ” includes any 
transaction involving a consideration in money or money’s 
worth accruing from a person carrying on business or other 
activities outside the United Kingdom, the Isle of Man and the 
Channel Islands to a person carrying on business in the United 
Kingdom, the Isle of Man or the Channel Islands. 

(4) The Export Guarantees Advisory Council, that is to say, 
the Council constituted for the purposes of the Export Guarantees 1939 c. 5. 
Act 1939 and continued for the purposes of the enactments 
repealed by this Act, shall be further continued by the Board of 
Trade for the purposes of this Act. 
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Further power 2.— (1) For either of the purposes mentioned in subsection (2) 

to f.ivc of this section the Board of Trade may with the consent of the 

closin' CCS * Treasury’ make arrangements for giving such guarantees to, 

national or for the benefit of, persons carrying on business in the United 
interest. Kingdom, the Isle of Man or the Channel Islands as appear to 
tire Board to be expedient in the national interest. 

(2) The purposes for which arrangements may be made under 
this section arc— w : 

• * 

(a) the purpose mentioned in section 1(1) of this Act; and 

(b) the purpose of rendering economic assistance to countries 

outside the United Kingdom, the Isle of Man and the 
Channel Islands; 


and the arrangements which may be made under this section 
for the purpose mentioned in paragraph ( b ) of tliis subsection 
include arrangements for facilitating the payment of sums 
payable under contracts with persons carrying on business in 
the United Kingdom, the Isle of M3u or the Channel Islands. 


Power of 
Board of 
Trade to 
acquire 
securities. 


1939 c. 47. 
1949 c. 14. 


3.—(1) Tire Board of Trade may, with the consent of the 
Treasury, acquire any securities which the Board have guaranteed 
in the exercise of their powers under this Act or which have been 
created in pursuance of such arrangements as are mentioned in 
section 2(2) of this Act, and may. with that consent— 

(a) hold any security acquired by them in pursuance of tin's 

section for such period as they think' fit and collect any 
sums falling due, whether by way of principal or interest, 
in respect thereof; 

(b) dispose of any such security at such time and in such 
manner as they think fit. 

(2) The Acquisition of Guaranteed Securities Fund (in this 
section referred to as “ the Fund ”), that is to say, the Fund 
established under section 4 of the Overseas Trade Guarantees 
Act 1939 and continued under the Export Guarantees Act 1949, 
shall be further continued under the control and management of 
tho Board of Trade for the purposes of litis section. 

(3) The Board of Trade shall pay into the Fund— 

(a) such sums as arc required to enable the Board to acquire 

securities under subsection (I) of .this section; and 

( b ) all sums received by them in respect of securities so 

acquired; 

and payments under paragraph (a) of this subsection shall be 
made on such terms and conditions as to repayment, payment 
of interest, and otherwise as the Treasury may direct. 
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(4) The Board of Trade shall out of the Fund— 

(rt) pay any sums required for the acquisition of securities 
under subsection (1) of this section; 

(Z>) repay into the Consolidated Fund any payments made 
under subsection (3)(a) of this section, with interest 
thereon; and 

(c) pay into the Consolidated Fund, at such limes and in such * 
manner as the Treasury may direct, any amount by 
which the sums received by the Board in respect cf 
securities acquired under subsection (1) of this section 
exceed the sums required to make repayments and 
payments under paragraph (£>) of this subsection. 

(5) The Board of Trade shall prepare, in such form and manner 
as the Treasury may direct, an account of the sums received into 
and paid out of the Fund in each financial year, and shall, on or 
before 30th November in each year, transmit that account to the 
Comptroller and Auditor General, who shall examine and certify 
the account and Jay copies thereof together with his report 
thereon before both Houses of Parliament. 

(6) Jn this section “ securities ” includes bonds, stock, shares, 
bills and promissory notes. 

4. —(1) The aggregate of the liabilities at any time of the Limit on 
Board of Trade and of the sums paid by them for securities coaraiunems 
acquired and for the time b-einc held by them in pursuance of *f7 er this 
this Act shall not exceed the following sums, that is to say,— nC ' 

(a) so far as the liabilities were incurred and the securities 

guaranteed in pursuance of arrangements made under 
section 1 of this Act, the sum of £2,400 million; 

( b) so far as the liabilities were incurred and the securities 

guaranteed or created in pursuance of arrangements 
made under section 2 of this Act, the sum of £1,500 
million. 

(2) References in this section to the liabilities of the Board of 
Trade do not include any liability in respect of interest on any 
principal moneys the payment of wlu'ch is the subject of any 
guarantee given in pursuance of this Act. 

5. Where a company is directly or indirectly controlled by any Controlled 
person (whether a company or not), then, for the purposes of COIT1 P 2CICS * 
this Act— 

(a) any contract entered into by the Board with that person 
shall, in so far as it provides for the Board of Trade 
• to make payments to him in respect of any loss of that 
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company, or in respect of any deficit on an account 
relating both to activities of that company and to 
activities of his, be deemed a contract to indemnify 
him against loss, and a guarantee within the meaning 
of this Act; 

(b) any guarantee given by the Board to or for the benefit 
of that company shall be deemed to be given for the 
: benefit also of that person; and 

• (c) any arrangements made by the Board for facilitating the 

payment of sums payable under a contract with that 
company shall be deemed to be arrangements for 
facilitating the payment of sums payable under a 
contract with that person. 

Supplementary 6. A guarantee given under this Act may be given on such 
to cuaramccs tcrms ? - ucJ conditions as to the consideration for the giving of 
g . ... • • guarantee 2 nd otherwise as may be determined in accordance 

with the arrangements made for giving that guarantee. 


7. All powers and duties of the Board of Trade under this 


Exercise of 

Board* hrounli ^ ci be exercised and performed through the Export Credits 

Export Credits G uarantee Department, which shall be a separate Department of 
Guarantee the Board of Trade under the President of the Board. 
Department. 


Returns. 8. The Board of Trade shall publish quarterly— 

(a) a return showing the aggregate amount of the guarantees 

given under section 1 of this Act since the d*ate of the 
last previous return under this paragraph; 

( b ) a return showing the aggregate amount of the guarantees 

given under section 2 of this Act since the date of the 
last previous return under this paragraph, and of the 
amounts paid by the Board of Trade since that date 
for securities created in pursuance of such arrangements 
as are mentioned in subsection (2) of that section. 


General 
expenses 
and receipts. 


/ 



9.—(1) Except as otherwise provided by section 3 of this Act 
or subsection (2) of this section— 

(n) all expenses incurred by the Board of Trade under this 
Act shall be defrayed out of moneys provided by 
Parliament; 

(i b ) all sums received by the Board of Trade in connection 
with any guarantee given under this Act shall be p 3 id 
into the Consolidated Fund. 


(2) If any amount required for fulfilling any guarantee given 
under tin’s Act is not paid out of moneys provided by Parliament 
it shall be charged on and issued out of the Consolidated Fund. 
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10. (1) In (his Act Interpretation. 

“ business ” includes a profession; 

" guarantee ” includes any contract to indemnify, whether 
wholly or in part, against loss of any description and 
shall be construed in accordance with section 5fo) of 
this Act. 

(2) Any reference in this Act to any provision of this Act shall, ' 
except where the context otherwise requires, be construed as 
including a reference to any corresponding provision of the 
enactments repealed by this Act or of any enactment previously 
in force. . 


11. —(1) This Act may be cited 
Act 196S. 


as the Export Guarantees Short tide 

and repeals. 


! 


(2) The following are hereby repealed— 


the Export Guarantees Act 19-19 

1949 c. 14. 

the Export Guarantees Act 1951 

1951 c. 17. 

.. the Export Guarantees Act 1957 

1957 c. 23. 

the Export Guarantees Act 1964 

1954 c. 0. 

. ‘the Export Guarantees Act 1967 

1957 c. 11. 

in section 10 of the National Loans Act 
(4)(«) and (5). 

196S, subsections 3953 c. 13. 


PRINTED IN ENGLAND EY HARRY PnCHFORTK 
Controller of Her Majesty's Stationery Oince acd Q jeep's Printer of Acs ofPiildacat 
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Overseas Investment and 
Export Guarantees Act 1972 

1972 CHAPTER 40 - - 

An Act to authorise the Secretary of State to enter into 
certain agreements relating to overseas enterprises, and 
- in particular to investment overseas, and to amend the 
;• Export Guarantees Act 196S. [29th June 1972J 

B e it enacted by the Queen’s most Excellent Majesty, by and 
with the advice and consent of the Lords Spiritual and 
Temporal, and Commons, in this present Parliament 
assembled, and by the authority of the same, as follows:— 

J.—(1) The Secretary' of State may with the consent of the investment 
Treasury’ make such arrangements as are provided for by this overseas: 
section for the purpose of insuring investment overseas against znaareir.ents 
the risk of war, expropriation, restrictions on remittances and n ' jSeI,n e 
such other risks as appear to the Secretary of State not to be commercial 
commercial risks. risks. 

(2) The Secretary of Slate may under the arrangements enter 
into agreements with persons carrying on business in the United 
Kingdom, the Channel Islands or the Isle of Man, or with 
companies controlled by such persons, under which the Secretary' 
of State undertakes to indemnify the other party to the agreement 
against any loss of a description specified in the agreement which 
arises in connection with an investment of resources by that party, 
or by a company controlled by that party, in an enterprise 
carried on wholly or partly in a country other than the United 
Kingdom, the Channel Islands and the Isle of Man. 

(3) Any such arrangements may include provision for an agree¬ 
ment in pursuance of the arrangements to contain such terms as 
the Secretary of State considers appropriate in the circumstances 
of the case. 
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(4) All powers and duties of the Secretary of State under this 
section shall be exercised and performed through the Export 
Credits Guarantee Department. 

(5) The Secretary of State shall within the period of six months 
beginning with the passing of this Act publish a return <howino 
the aggregate amount of the liabilities assumed bv him under this 
section, and shall thereafter publish quarterly a return showing 
the aggregate amount of those liabilities assumed since the date 
of the last previous return under this subsection. 

(6) As soon as may be after 31st March in 1973 and in each 
subsequent year the Secretary', of State shall prepare a report on 
the discharge of his functions under this section, and shall lay the 
report before Parliament. 



i 


Arrangements 
for meeting 
non¬ 
commercial 
risks: 
financial 
provisions. 


2.—(1) Any expenses incurred by the Secretary of State under 
the preceding section shall, subject to the provisions of this 
section, be defrayed out of money provided bv Parliament. 

(2) If any sum required by the Secretary of State for fulfilling 
his liabilities under such an agreement is not paid out of money- 
provided by Parliament, it shall be charged on and paid out of 
the Consolidated Fund. 


(3) The aggregate of the liabilities at any time of the Secretary 
| ' of State under the preceding section shall not exceed the limit 

• / .. specified in subsection (4) below. 

, ( 4 ) The said limit shall be £250 million, but the Secretary of 

State may, on not more than two occasions, bv order made with 
! the consent of the Treasury', increase or further increase that limit 

. by a sum specified in the order, being a sum not exceeding 

i • £250 million. ° 

I • 

An ordci under this subsection shall be contained in a 
I . .; statutory instrument, and such an order shall not be made unless 

a draft of the order has been approved by a resolution of the 
j Commons House of Parliament. 

i 

Abortive 
exploratory 
expenditure 
connected 
with overseas 
enterprises. 


!/ 

* 



3. (1) The Secretary' of State may with the consent of the 
Treasury enter into an agreement with any person carry in? on 
business in the United Kingdom, the Channel Islands or'lhe’lslc 
of Man, or with a company controlled by such a person under 
which the Secretary of Stale undertakes that if the other party to 
the agreement, or a company controlled by that party_ 

(<i) incurs expenditure approved by the Secretary' of State in 
considering whether to make an investment of resources 
of a description so approved in an enterprise carried 
on or proposed to be carried on in a country other 
than the United Kingdom, the Channel islands and the 
Isle of Man; or 


la 


V , 
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(i b ) incurs expenditure approved by the Secretary of State 
in considering whether to participate in the management 
of sucli an enterprise, 

and decides not to participate (whether by making an investment 
or otherwise), the Secretary of State will pay to the other party 
such sum, not exceeding the amount of the expenditure aforesaid, 
as may be provided by the agreement; and any such agreement 
may contain such terms as the Secretary of State considers 
appropriate in the circumstances of the case. 

(2) Any expenses incurred by the Secretary of State by virtue 
of this section shall be defrayed out of money provided by 
Parliament. 

4.—(1) In section 4(1) of the Export Guarantees Act 196S— Export 

(a) in paragraph (a) (commitments under section 1 of the r jaian:ef * : 

Act) for the words “ £2,400 million ” there shall be ca° 
substituted the words “ £6,200 million ”, and commitments. 

(b) in paragraph ( b ) (commitments under section 2 of lh 2 t J S6S c. 26. 

Act) for the words “£1,500 million” there shall be 
substituted the words “ £6,000 million 

(2) Section 1 of the Export Guarantees and Payments Act 1970 1970 c. 15. 
(which increased the said amounts of £2,400 million and £1,500 
million to £4,000 million and £2,500 million) shall be repealed. 


5.—(1) Tin’s Act may be cited as the Overseas Investment and Short title and 


Export Guarantees Act 1972. 

(2) In this Act— 

(a) " business ” includes a profession, 

( b ) references to a company controlled by 

references to a company so controlled 
directly, and include cases where the 
control is also a company. 


supplemental 

provisions. 


a person are 
directly or in- 
person haring 


(3) Any sum received by the Secretary of State by virtue of an 
agreement under this Act shall be paid into the Consolidated Fund. 


nUKTTD IN' ENGLAND I)Y C. H. BAYLIS, CB 
Controller of Her Majesty** Stationery Office ar.d Qjecn’t Printer of Acts of Parliament 
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ARMS TRANSFERS * 
(1972 - 1975) 
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EXPORTS (milli< 

Dns of dollars) 

IMPORTS (millions of don^rcjl 

T'nn S 0 

Current 

Constant 

Curront 

Constant 

JL HU JLcL 

1972 

15 

18 

205 

259 

1975 

5 

5 

180 

198 

197U 
_1975 

5 

_9_ 

5 

_8__ 

129 

_152_ 

129 

139 

Pakistan 

* 



_ 1 ✓ J _ 

1972 

0 

0 

95 

111 

1975 

0 

0 

152 

145 

1974 

0 

0 

95 

95 

1975 

1 

1 

68 

62 


ANNEX ZH 


o; 


Qm 


ARMS TRANSFERS * 

(1965 - 1974 in million curront dollars) 


Recipient 

• 

United 

Kingdom 

United 

States 

Soviet 

Union 

China 

France 

Germany 

Czechoslovakia 

Poland 

All 

Others 

Total 

India 

78 

46 

1,575 

4 

59 

27 

— 

84 

42 

1,690 

Pakistan 

11 

85 

25 

25 

221 

- 

550 

18 

109 

842 


* Data given in Vorld Military Expenditures and Arms Transfers 1966 - 1975 by the United States Arms 
Control and Disarmament Agency. 
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(1972 - 1975) 
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Military Expenditure 
in millions* of dollars 

Gross National Product 
in millions of dollar?? 

Military 
Expenditure as 
PcrcGivfcp o*P 

Military 
Expenditure 
per capita 
(Constant 
dollars) 

Gross. National 
Product per 
capita 
(Constant 

Current 

Constant 

Current 

Constant 

the Gross 

No tional 
Product 

India 

1972 

1975 

197b 

1975 

2.510 
2,290 
2,600 

5.510 

2,950 

2,520 

2,600 

3,050 

71,000 
77,900 
86,000 
99,700 

02,700 

85,700 

86 ,COO 

91 ,200 

3.5b • 
2.95 

3.05 

3-32 

5.09 

b .50 

b. 5 b 

b-9b 

o.oj.±,tir3 j 

lbb 

1 b 6 

143 

1b9 

Pakistan 

1972 

1975 

197b 

1975 

bb 8 

b7b 

572 

622 

522 

522 

572 

569 

6,780 

7,680 

8,770 

9,900 

7,890 

0,b50 

8,770 

9,050 

6.72 

6.65 

5.68 

6.28 

8.22 

7-98 

8.50 

8.21 

12 b 

129 

150 

131 


Da 2LfcontrSl'7nd d D L 1 amaSnt X IeSncy 1 f SS “ d Am ° Transfcr3 '966 - '975 by the United States 
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• ANNEX IX 

MAIN ITEMS OF BRITISH 

MILITARY EQUIPMENT 

IN 

USE IN THE INDIAN AND PAKISTAN ARMED 

» FORCES (INFORMATION PROVIDED BY THE 

MINISTRY OF DEFENCE, 9 AUGUST 1977) 

INDIA 




UK /manufactured 



♦ 

• Army 



• 

Equipment 

/ 

Quantity 


Age 

25 Pounder guns 

N/K (Not known) 

Obsolescent 

5«5 inch guns 

N/K 


If 

Centurion tanks 

180 


It 

Air Force 



• 

Canberra 

63 


•II 

Hunter 

75 


VI 

Navy 

* 



Aircraft Carrier 

1 


19^5 Obsolete aircraft and weapon 
systems 

Cruisers 

2 


1930, 19^0 Obsolete equipment 

Frigates 

10 


19^3/1959 Equipment approximately 

20 years old becoming obsolescent 

Air Arm 




SEA KING Helicopters 

12 


Recently built but with ASW sonar 
system rapidly becoming obsolescent 

SEA HAWK 

9 


Obsolete by Western standards 

anufoctured Under Licence 




Army 




Vickers designed 
Vijayanta tanks 

600 


Will require replacement or up-grading 
by mid 80's 

Air Force 




Gnat 

132 


Obsolescent 

KS748 

25 


Some built very recently 

Navy 



• 

LEANDER Class Frigate 

6 


A class of Six being built in collabora¬ 
tion with Vickers — Yarrow. First 

• 

, fKPFT 
0KMIXOML.Y 

n 


launched in 1968 at the MAZAGON Yard, 

Bombay. Reasonably modern but fast 
becoming out-dated in comparison to the 

Royal Navy equivalents which hive been 

• 


progressively modified as regards 
equipment 

| 
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PAKISTAN 
UK Manufactured 
Army 

Equipment 

5.5 inch guns 
25 pounder guns 
AAA guns 
Centurion 

Air Force 

NONE 

Navy 

Cruiser 

Destroyer/Brigades 
Air Arm 

SEA KINGS Helicopters 

Manufactured Under Licence 

Army ) 

Air Force ) NIL 
Navy ) 


Quantity 
NA (Not Known) 

NA 

NA 

NA 


Age 

Obsolescent 

If 

II 

" (Captured in 1965) 


All World War II vintage 

•• It It II II 


Recently built but with ASW sonar 
system rapidly becoming obsolescent 
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U/^’IDSSTIAL 



1. GRATEFUL IF YOUR DEPARTMENT COULD INVESTIGATE A PROBLEM OF 
POTENTIAL SALES TO THE PAKISTAN ORDNANCE FACTORIES (YOU WILL 
HAVE IN MIND MY RECENT REPORT ON A VISIT THERE). 


2. IN A SIGNAL.FROM MORRISON SALES 4C 031I500Z MARCH MY DA WAS 
INFORMED THAT FCO/AWP CLEARANCE HAD BEEN GIVEN FOR TIJE MANUFACTURE 
IN PAKISTAN OF CLUSTER BOMBS AND 105MM A.P.D.S. AMMUNITlON.THIS 
FOLLOWED A VISIT BY THE HEAD OF POF, GENERAL NAWAB,TO THE UK 
AND MORRISON ADDED GENERAL NAWAB COULD NOW BE TOLD THAT THE WAY 
WAS CLEAR FOR DISCUSSIONS ON LICENCING ARRANGEMENTS.WHEN THE DA. 
AND I VISITED THE POF IN LATE JUNE IT EMERGED THAT GENERAL 
NAWAB WAS UNAWARE OF THIS CLEARANCE. MY DA THEREFORE QUERIED 
MORRISON AS TO WHAT ACTION HE HAD TAKEN.THE DA HAS NOW RECEIVED 
FROM WADDINGHAM OF SALES SUPPLY 1 A STATEMENT THAT LETTERS WERE 
WRITTEN TO THE PAKISTAN EMBASSY ON 30 JUNE ABOUT THE CLUSTER BOMBS 
AND 105 MM AMMUNITION (HIS SIGNAL OYP/OGX OF 29 JULY) BUT HE ADDS 
THAT THESE LETTERS (WHICH ONE MUST REMARK SEEM EXTRAORDINARLILY 
SLOW IN BEING SENT) HAVE NOT. BEEN FOLLOWED UP BECAUSE OF FCO 
WITHDRAWAL OF CLEARANCE. 


3. THIS LOOKS LIKE A SAD MISHANDLING OF A POSSI3LE SALE. 
GRATEFUL IF WE COULD BE TOLD THE POST I ON AND WHAT WE SHOULD NOW 
SAY TO GENERAL NAWAB.WE HAVE NATURALLY TOLD HIM UP TO NOW THAT 
CLEARANCE FOR INDIGENOUS MANUFACTURE HAS BEEN GIVEN, 


BUSHELL 


FILES 

SAD 

DEFENCE DEPT 
MR MURRAY 

UjhZiiX 








THIS DOCUMENT CONTAINS QUOTATIONS FROM AND 
REFERENCES TO MINUTES BY MINISTERS OF PREVIOUS 
ADMINISTRATIONS 
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DEFENCE SALES OF MILITARY AID TO INDIA AND PAKISTAN 1947-76: 
BRITISH AND US POLICIES 


The attached Research Department memorandum provides a 
record, in accessible form, of the ups and downs of this story 
over the years, as the background for South Asian Department's 
development of defence sales policy towards India and Pakistan 
in the future. As such it will, I hope, prove useful. 

2. The paper also constitutes a rare case study of the practical 
effects of attempts to achieve political ends by controlling the 
supply of arms. It is perhaps fair to conclude from it that when 
political motives led HMG, either in company with the US admini¬ 
stration or independently, to hold back on the provision of 
military equipment or military aid, we 

(a) in general did not achieve the political objective of 

this tactic, and sometimes ended up less well placed 
than before; 

(b) caused friction in Anglo-Indian or Anglo-Pakistan 

relations or both without securing any compensating 
advantage. Improvements in Indo-Pakistani relations 
either did not happen, or, when they did, arose from 
causes other than UK/US restraint in arms supplies; 

(c) lost worthwhile traditional markets to others, sometimes 

with political and even strategic implications, eg the 
episode related in paragraphs 20, 21, 38 and 39 whereby 
the Soviet Union became the main supplier to the Indian 
Navy, over which she was subsequently able to exert 
undue influence. 

3. Three other points merit mention. 

(a) We rarely explained, let alone canvassed support for 

our policy amongst our European and Commonwealth 
colleagues. 

(b) The process of decision making was painfully slow 

(eg over frigates for Pakistan - see paragraohs 54 to 
56 - and corvettes and Jaguars for India - see 
paragraphs 59 and 61). 

(c) Worse still, Whitehall's performance was not fautless. 

The Ministry of Defence were guilty of a serious 
indiscretion in 1971 (see paragraph 45); and 
Islamabad telegram No 787 of 3 August (copy attached) 
suggests that needless damage to our relations with 
India and Pakistan, due to failure of coordination 
in London, can still be a feature of the scene. 

A. 
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4. All in all, it is not surprising that India was encouraged 
to deal with the Soviet Union and East Europe, and Pakistan to 
look elsewhere than the UK for arms supplies. Perhaps of more 
immediate relevance, in the light of President Carter's views on 
limiting conventional arms transfers, the story indicates 
strongly that renewed attempts to achieve political ends, 
including specifically the reduction of tension between potential 
parties to a conflict, by limiting conventional arms transfers 
without broad international agreement on that course is likely 

to end to British disadvantage, particularly when we have been 
a traditional supplier. The greater weight given to British 
national and commercial interests in policy decisions on arms 
sales to India and Pakistan since mid-1976 seems fully justified. 

5. May I draw your and other recipients' attention to the 
covering note attached to this paper. 


J L Y SANDERS 
Director of Research 



6 September 1977 


Copies to 


Sir A Duff a.a. 

Mr Graham 
Mr Hibbert 
Mr Cortazzi 
Mr Murray 
Mr O’Neill SAD 
Mr Mallaby ACDD 
Mr Wilberforce DEFENCE DEPARTMENT 
Mr Crowe PLANNING STAFF 
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DEFENCE SALES AND MILITARY AID 
TO INDIA AND PAKISTAN 19^?-19?6: 
BRITISH AND AMERICAN POLICIES 


Snonary of Contents 


19^7-1961 


1962-1964 


1967-1970 


1971 : 


Conclusion: 
Annex I 
Annex II 


Annex III 


Annex IV 


Annex V 


The Early Years of Independence 


British Policy paras 1-6 
American Policy paras 7-11 


The Sino-Indian crisis and its Aftermath 


British Policy paras 12 - 15 
American Policy paras 16 - 20 


1965-1966 : Indo-Pakistan tensions break out into War 


British Policy paras 21 - 26 
American Policy pares 27 - 29 


Tiie Early Years of Mrs Gandhi's Rule 


British Policy paras 30-^4 
American Policy paras 35 - 39 


The Bangladesh Crisis 


British Policy paras 40 - 47 
American Policy paras 45-50 


1972-1976 : Progress towards 'Normalisation' 


British Policy paras 51 - 63 
American Policy paras 64-66 


paras 67 - 71 

File references to which numbered footnotes refer. 


Letter from the Department of State, Washington, asking Pakistan 
for assurances and undertakings before completing any transaction 
under the Mutual Defense Assistance Act of 1949* 


Exchange of Letters agreeing the terns and conditions of a 
Special Defence Credit to the Government of India for assistance 
towards the Mazagoan Dockyard and Leander fVigate Project. 


Aide Mcmoire from the* United States Ifebassy in London outlining 
the new American policy on the supply of military equipment to 
India and Pakistan, April 1967* 


FCO letter dated 11 September 1974 setting out a new policy on 
defence sales to Pakistan. 


t 


SECRET 


nkt yn o.h il± 


/Annex VI 










►o 


SECRET — U ^ CiVuY 

- and ■ KCMPi/ tt 


Annex VI 


rco letter dated 17 September 1976 Getting out current policy 
on defence sales to Pakistan. 


Annex VII Exports Guarantees Act, 1968 and the Overseas Investment 
and Export Gxiarentees Act, 1972. 

Annex VIII Military Expenditure by India and Pakistan 1972-1975 and Arms 
Transfers to these countries 1965-197^- 

Annex IX Main items of British military equipment in use in the Indian 
and Pakistan Armed Forces 
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DEFENCE SALES AND MILITANT AID TO INDIA AND PAKISTAN 
19^7-1976 : BRITISH AND AMERICAN POUCIES 


Introduction 

This paper sets out to note changes in British and, to some extent, American 
policy on defence sales and military aid to India and Pakistan, 19*«7-1976. It 
docs not attempt to justify these policies nor to quantify defence sales over 
this 29 year period. Particular attention is given to the periods of Indo-Pakistan 
confrontation (1965 and 1971). 

19^7-1961 : The Early Years of Independence 

’ // 

British Policy* 

1. Prior to the British departure from India in 19^7 a Joint Defence Council was 
set up to organise the division and distribution of military equipment and service¬ 
men between India and Pakistan in the ratio of 2:1. 


2. In addition to a proportion of the equipment and stores already in the country 
both the Indian and Pakistan governments requested additional military equipment 
and HKG* agreed that "as a matter of principle" these requests should be met "so 
far as we are able to do so" (l). In fact HMG, thenMr Atlee's Labour Government, 
decided in January 19^S to give high (Class I) priority to supplying arms end equip¬ 
ment to the Dominions. 

"Both from the point of view of Commonwealth collaboration and the assistance 

which we mey expect from the Dominions in a future war, it is most important 
✓ 

that their armed forces remain highly equipped and standardised with our own. 

V.'e should, therefore, give high priority to any requests for British equipment 
from the Dominions but we should hope that they would themselves produce the 
majority of their requirements under licence. This would be in accordance 
with our policy of raising the war potential of the Dominions relative to that 
of the UK." 

This position was subsequently modified and, by March 19^8, India and Pakistan had 
been demoted from Class I to Class 5 priority (2). 

/3 . 

5 

f! Labour (19^7 - October 1951), Conservative (October 1951 - October 1965 ) 

• In this memorandum HMG stands both for "His Majesty's Government" and, 
following the ascent to the throne of Queen Elizabeth II ir. 1955* "Mer 
Majesty':; Government", 

(l) Thin (and all numbered footnote/;) refer to file references in Annex I 








UK 

0} 3» sir Gilbert Lnithwaitc in a letter ted 19 March 19^8 (?) wrote 

"It it? not the policy of I1MG that military equipment should not be issued 
to either Dominion until the requirements of the 2 Dominions are known. 
But....as many articles of equipment arc in extremely short supply, and 
in order to give both Dominions a share in the allotment of such articles, 
it has been the custom of HKG to ask both Dominions for their requirements 
of these articles before exhausting their 'availabilities* on one Dominion 
and leaving nothing for the other". 

This policy of preserving a reasonable 'balance' in military supplies to India 
and Pakistan was embodied in the Ministry of Defence's Arms Working Party Peport 
in October 195''. 

"Special attention has always been given to the importance of a broad 
parity of treatment, particularly as regards major items... The policy is... 
one which tends to favour India as against Pakistan, because, while neither 
party is receiving very much from the UK at present, India can meet much 
more of her requirements from her own production " (ii)„ 

4. The wisdom of supplying arms at all was raised by Mr Churchill, then Prime 
Minister:- 

"It must be remembered that these 2 countries may go to war with one another 
and that it is the only object for which they seek arms.we place our¬ 

selves in a very questionable position by arming both sides with no other 
object than long-term advantages of keeping up the UK manufacturing 
potentials...." (5). 

This was discussed by the Cabinet (on 13 March 1952) and it was agreed that 
"military equipment should continue to be supplied to India and Pakistan...subject 
to the points mode in the discussion..." The more significant point was that 
"it should be our policy to continue to moke limited supplies of equipment 
available on a scale sufficient to prevent India and Pakistan from turning 
to US sources" (6). 
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5» Frora 1950 to 1952 the UK cupplied very few arms and little equipment to 
either country, since our own rearmament programme had absolute priority. Sub¬ 
sequently it was made clear to both India and Pakistan that we would provide 

whatever they wanted and could pay for. Between 1992 and 1936 Pakistan, because 

1 « 

of shortjige of funds, bought virtually nothing from the UK (although it was in 
receipt of some American equipment provided under military aid) whereas we had 
supplied or contracted to supply to India orders totalling about £38 million (?). 

6 . Despite pressure from the Americans to restrict our supplies of arms to 
India so as to balance the "freeze” of military equipment aid to Pakistan imposed 
by them in August 1959, we informed the Americans that our general policy 
precluded the imposition of any UK "freeze" on either India or Pakistan. This 
policy, outlined in a brief for the visit of Mr Alport, Minister of State, to 
India in December 1939 involved "impartiality and equal treatment". Me were 
guided by the following principles: - 

(1) Offensive arms would not be given or lent (or supplied on individually 

favourable terras) to either country. 

( 2 ) Encouragement of additional expenditure on new types of arms was not 
desirable. 

(3) ...There would be no refusal to sell arms ( 8 ). 

American Policy 

7* The embargo imposed by the US on the sale of arras to India and Pakistan in 

April 19^8 was lifted on 29 March 19^9 (9)» In December 1950 the Pakistan 

Government gave the assurances and undertakings required by the Government of the USGmde; 

# • 
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section ^08 of the Mutual Defence Assistance Act of 19^9 - see Annex n) to 
purchase certain items of military equipment (10) and in March 1951 
the Americans came to a similar agreement with the Government of India 
( 11 ). 


8 . By February 1952 the Americans had decided that "balancing" supplies of 
arms to India and Pakistan was impracticable and undesirable. In October 1953 
they told the Pakistan President that they were in favour of giving military 
aid, and, following the agreement by the Pakistan and Turkish governments to 
collaborate - as western allies - the US announced their intention, on 
25 February* 195**t of grantingnilitary assistance to Pakistan (12). 

Pakistan's adherence to the South East Asia Treaty Organisation (SSATO) 
(September 195*0 and the Baghdad Pact (1955) facilitated military coopera¬ 
tion between the US and Pakistan. 

9* addition to military aid the US gave Pakistan certain defence assurances. 

On 29 November 1956, the State Department publicly assured the 

Baghdad Pact Nations that "a threat to the territorial integrity or political 

independence of the members would be viewed by the US with the utmost gravity". 

Following a meeting with Secretary Dulles, Feroz Khan Noon (one tine Prime 

Minister of Pakistan) said in November 1957 (with Secretary Dulles's-prior 

approval) that "he left me in no doubt but that the US would promptly and 

effectively come to the assistance of Pakistan if it were subjected to armed 

^Egression v/hich, however, the US did not anticipate" ( 13 ). This 

position was incorporated in the article of intent, in the Pakistan-USA Agreecent 

on Cooperation for Security and Defence, signed in March 1959, viz:- 

"....in case of aggression against Pakistan, the Government of the. USA, 
in accordance with the constitution of the USA, will take such appropriate 
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: the use of armed forces, as may be mutually agreed 
to assist the Government of Pakistan, at its request”, 
h their supply of arms to Pakistan the Americans also 
had made a number of statements to reassure India. Following the announce¬ 
ment (on 25 February 195*0 of military aid to Pakistan the US President, 
in a letter to the Indian Prime Minister, confirmed that 

"if our aid to any country, including Pakistan, is misused and directed 
against another in aggression I will undertake immediately....appropriate 
action both within and without the United Nations to thwart such 
aggression" ( 13 ). 

More specifically, the Americans said in a public statement in January 1959 that 

"if Pakistan should attack India the US, under its commitments, would of 

course, come to the defence of India" (1*0. 

However, during this period, the Americans gave no military aid to India. 

11. Although in August 1959 the US had informed HMG of their decision to 
freeze military aid to Pakistan at the 1959 level ( 15 ) (with the hope 
that HMG would do likewise concerning military supplies to India), the joint 
communique issued at the conclusion of President Ayub's visit to the US in July 
1961 referred to an extension of US military assistance to Pakistan. 

,1962-1964: The Sino-Indian Crisis and its aftermath 

c i 

British Policy • ■ 

12 . Until October 1962 HMG had given no military aid to India, but at the time 

# # m 

* 

of the Chinese invasion across the McMahon Line, and in response to a request 
from the Government of India to help meet the emergency, the UK (and the US) 
flew out to India gifts of automatic rifles, mortars and ammunition. In 
November the British discussed with the Indians what further equipment was 
required in the Eordcr areas and, on 27 November in Delhi, Letters were exchanged 

/(between 

/ Conservative, until Labour come to power in October 1964. 
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between the Secretary of State for Commonwealth Affaire and the Indian 
Defence Minister signifying agreement that further military supplies from the 
UK were dependent on 3 conditions: 

(1) The arms were to be used exclusively for the purpose of defence 
against Chinese aggression; 

(2) The British Government was to have the right to verify by inspection 
that they were being used for this purpose; 

( 3 ) We should have the right to ask for the arms to be returned when 
they were no longer needed for the purpose for which they were provided." 

The Pakistanis were so informed ( 16 ). 

13. Following talks between the British Prime Minister Mr Macmillan and the 
American President, Kir Kennedy, at Nassau in December 1962 , it was agreed to 
give India defence aid worth £42 mil~Hm (shared 50-50 between the US and the 
Commonwealth). The British share amounted to £19 million. The object of this 
aid was to convert 6 of the existing Indian divisions into effective mountain 
divisions, to provide reasonable air lift assistance, and to render existing 
combat aircraft of the Indian air force more effective. During the spring of 
1963 the Indians produced a £2,400 million rearmament plan and asked HM3 and 
the US Government to help meet its foreign exchange element which they estimated 
to be £600 million. We and the Americans agreed that aid on this scale was 
outside the realms of reality, but at a meeting in June 1963 , at Birch Grove, 

Mr MacMillan and Mr Kennedy agreed to give further aid to 

strengthen Indian defences against the possibility of renewed Chinese attacks. 

In August 1963 HMG decided to give India an additional £ 8.6 million worth of 
defence aid (for army and air equipment, machinery for defence production, and 
military training) and in March 1964 Ministers agreed to a further £5 million for 
the fiscal year 1964-65 ( 1 ?). 
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A commercial transaction between Vickers and the Government of 
India had been initiated in I960 to modernise the Mazngon dockyard 
and to build three Leander class frigates. In October 1963 the 
Government of India had asked HUG for aid for this project. On 6 May 
19o4 we informed the Indians that no part of our 1964 (ie £5 million) 
military aid could be used for the dockyard nor frigates (because we 
considered that there was no Chinese naval threat to India nor had the 
tune come for us to accept the principle of long-term military aid to 
India). However, 3 months later it was learned that the Indians had 
approached the Russians on the supply of frigates. On 29 July the' 

Commonwealth Secretary of State minuted to the Prime Minister ".I 

think we must be prepared to adjust the rules to serve our political 
interests" and on 20 August 1964 the Indians were informed that HUG 
were ready to give the Government of India a special defence credit of 
£4.7 million, (it was made clear to the Indians that the offer was 
based on the assumption that they would not acquire destroyers or. 
submarines from the Soviet Union), An exchange of letters between the 
UK and the Government of India on 20 November 1964* agreed on the terms 
and conditions of the special defence credit to the Government of India 
for aosisuance towards the Mazagon Dockyard and the Leander Frigate 
Project (see Annex III), 

15. On 13 July 1954 the Commonwealth Secretary wrote to Mr Bhutto 
(then Pakistan Foreign Minister) offering defence aid to Pakistan. 


The proposal, initiated by the Commonwealth Relations Office (under 
f}l< c s 

Sir/Douglas-Home's Conservative Government), was to offer £3 million 

worth of military equipment to Pakistan in order to emphasise the 


value of Pakistan's connection with U3 in the Commonwealth, in S2AT0 
and in The Central Treaty Organisation (CENTO), to maintain our 
influence with the Pakistan armed services and the Pakistan Government, 
and to attempt to take some of the sting out of Pakistan's criticism 
of our military aid to India (18), 
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. The Pakistan High Commissioner in London reported that some Pakistanis took 
the view that what was proposed was a mere "flea bite" ( 19 ) on( j 
Mr Bhutto, in his belated reply (dated 6 October) proposed staff'talks between 
representatives of Pakistan and the UK to "see what our requirements are and 
how your offer fits into those requirements" ( 20 ). However, a month 

* s 

later, the Pakistan Foreign Secretary, Mr Aziz Ahmed, said that the Pakistan 
Government no longer wished nor intended to proceed with the proposed Anglo- 
Pakistan staff talks. "Instead they wished first to see what we did about 
continuation of British arms aid for India" ( 21 ). 


American Policy 

16. In October 196 2 the US Government, responding to the Indian Government's 
request for help to counter the Chinese, flew out to India substantial arms and 
ammunition. On 14 November notes exchanged by Mr Talbot (Assistant Secretary of 
State) and Mr B K Nehru (then Indian Ambassador in Washington) provided US aid 
for the purpose of defence against the'butright Chinese aggression". At the 
meeting in Nassau, in December 1962, the Americans agreed to give India 
$60 million to strenghen Indian defences against the Chinese. 


17* During 19&3 the Americans held discussions with the Indians on their 
rearmament plans, and,at the Birch Grove meeting in June when the British and 
Americans expressed their readiness to continue to assist India to strenghen her 
defence against the threat of renewed Chinese attack, to have joint air training 
exercises and to give further military aid for these purposes, the Americans 
proposed a &50-80 million programme of military aid for India for the fiscal 
year ending JO June 196 ^ ( 22). 

* by y/hich time Ur V/ilnon '0 Labour Government v/as in office 
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18 . To allay Pakistan anxiety about western defence aid to India, the 
« * 

Americans, in an Aide Memoire to President Ayub (dated 3 November 

1982 ), declared that:- 

"The Government of the USA reaffirms its previous assurances to the 
Government of Pakistan that it will come to Pakistans assistance in 
the event of aggression from India against Pakistan" ( 23 ). 

However, in 19o3t Indo-Pakistan relations were at a nadir after 6 rounds of 
abortive talks (primarily on Kashmir) and the Pakistanis maintained that the 
price of better Pakistan/Acerican relations was the discontinuance of American 
aid to India. By October there was talk within the American Congress of a 
23% cut in the aid programme for both India and Pakistan unless progress was 
made over Kashmir (24). 

1 

19* By the time General Taylor visited India and Pakistan in December 

1963, the Americans had decided not only to reassure the Indians of continued 
US support against the Chinese threat but to indicate to them that they were 
considering offering a five year military aid programme in connection with 
the Indian five year defence plan. The nature of this aid was to depend on the 
outcome of a review which the Americans suggested the Indians might carry out 
on the procurement and distribution of their resources between defence and 
development. It was contingent upon limitation on military acquisitions 
from communist countries and a policy of restraint vis-a-vis Pakistan, 
and also on complete frankness by the Indians about expenditure on defence 
items and about relations with China. The Americans promised a further S30 million 
military aid to India for the fiscal year 1964-63 ( 23 ). When the Indian 

Defence Minister, Hr Chavan, visited Washington in May 1964 the Americans did 
not make the expected offer of supersonic fighters (for the Indians appeared 
bent on pursuing the Soviet MiG programme). Mr Chavan agreed that, in return 
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for the promised US assistance, the Indians would restrict total expenditure on 
defence to a ceiling of $10500 million (£3,750 million) (for the 1964-69 Defence 
Plan) and would decrease the total value of foreign exchange expenditure on 
foreign defence equipment acquisitions from all sources from $1909.6 million to 
$1450.8 million (ie from £682 million to £511 million). A month later the 
Americans announced their decision to grant over the next 5 years $500 million to 
India (at an annual rate of $50 million in grant aid and $50 million in defence 
credits - on 10 year terms at 3# interest) ( 26 ). 


20 . The Americans in Delhi argued (in October 1964) that the Indian Navy ought 
to qualify for US military aid (2?). The State Department, however, maintained 
that the provision of naval aid (particularly in the submarine field) went beyond 
the criteria of relevance to the Chinese threat, which had been laid down for 
military aid to India ( 28 ). 

1965-1966 : Indo-Pakistan tensions break out into war . 

British Policy (under Mr Wilson's Labour Government) 

21 . Early in 1965 the Commonwealth Relations Office, in the interest of long¬ 
term political strategy proposed to offer to finance the construction in India 
of an Oberon submarine, on 10—year credit terms, on the explicit understanding 
that the Indians would not thereafter obtain submarines or frigates from the 
Soviet Government. The CRO proposed that a similar offer, together with the 
provision of certain radar and electronic equipment to the value of £1 million 
should be made to Pakistan. These recommendations were turned down at the Cabinet 
meeting on 27 April 1965. The refusal by both the British and American Governments 
to provide the Indians with credit for submarines had far reaching effects on the 
Indian Navy, which turned progressively to the Soviet Union for supplies. 

22 . However, in response to an Indian request for help with the purchase of 40 
Hunter fighters, the Indians were told (in April 1965) that HM3 would 
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programme of grant aid and would give sympathetic 


consideration to the possibility of providing a special defence credit for 
the purchase of 26 (nta total cost of £2.7 million) on the same terms as the 
Leander credit. On the strength of this the Indians contracted with Hawkers 
for the 26 aircraft and for a further 10 to be purchased on commercial terms 
(29). 


/ 

23. When the clashes in Kashmir escalated to full scale war between India 
and Pakistan in September 1965 HKG took immediate steps not only to suspend 
our military aid programme and our deliveries from government stocks but also 
to restrict the flow of military equipment sold to India and Pakistan, on 
commercial terms from British suppliers. We also informed the Indians that 
provision of credit for the Hunters would have to be considered in the context 
of our military aid commitments as a whole. Prom 6 to 22 September 1963 
no new export licences for military equipment (covered by 'Group I' of the 
Export of Groups (Control) Order, 1965 ) were issued to India or Pakistan 
(though existing export licences for Group I items were not revoked). On 
9 September all military aid was suspended - ie approximately £ 10.7 million 
which remained undelivered out of the total of £32 million pledged to India 
since 1962. (HM3 had given no military aid to Pakistan — except military 
training courses costing approximately £73,000 per year). The £4.7 million 
special defence credit for the Kazagon Dockyard and the Leander Prigate Project 
was not effected by the suspension of military aid. On 15 September HMG 
announced that aircraft and aircraft spares were to be brought within the scope 
of Group I of the export licensing controls (this decision was unrelated to the 
Indo-Pakistan conflict - but when licensing control was extended on 28 September 
to cover spare part 6 for aircraft and aircraft engines it brought serious unwelcome 
consequences for the production in India of Gnat fighters in a major Indo- 
British joint defence project at Bangalore) ( 30 ). . On 16 September 
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"Since the outbreak of fighting between India and Pakistan in September 
1965» a small number of applications for licences for the export of arms 
to these two countries has been held in suspense. Now that the armed 
personnel of the 2 sides have withdrawn to the positions held by them 
before 5 August 1965 Her Majesty's Government have decided to return to 
their normal practice in regard to the export of arms to these 2 
countries" 

"Normal practicd' was defined as "allowing the sale of military equipment to the 
Indian and Pakistan authorities" (3*0. 

26. In July Ministers decided that outstanding deliveries under our aid 
programme would remain in suspense (although, in accordance with our general 
policy on purchases, the Indians were free to buy any of these items - on the 
understanding that if the aid programme were to be resumed they would get no 

A 

refund in respect of such items). Funds set aside from the military programme 
for military training courses and military technical assistance would continue 
to.be available for these purposes. Ministers also decided that no special 
defence credit could be provided for the purchase of the Hunter aircraft (it 
would remain a commercial deal between the Government of India and Hawkers), 
but that we would honour the existing Leunder credit of £4.7 million (although 
we could not see our way to making further credits available after the 
completion of the first phase) ( 33 ). 

* 

American Policy 

27. Early in 1965 the Americans offered the Government of India military aid worth 
#30 million and S50 million credit for military purchases for the fiscal year 
1963~66. A total of $92 million worth of military equipment had actually been 
provided on a grant basis to India by the US Government between October 1962 and 
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September 1963 although S210 million worth had been offered (36). 

Between 193** and 1963 the US had provided Pakistani with $672 million worth of 
military equipment on a grant basis. 


28 . Following the outbreak of hostilities between India and Pakistan the 
US Government, on 8 September 1963, imposed a total ban on all forms of arms 
supplies to both countries: ie on military aid and on commercial sales of items 
on the munitions control list. No export licences were given for military 
material (non lethal as well as lethal) and licences which had been granted 
were revoked (37)« 


29» In February 1966 Vice President Humphrey informed the Indian and Pakistan 
Governments that the embargo was to be modified, allov.'ing, on a case by case 
basis, some commercial sales of "non-lethal equipment". This was defined as 

a) Unarmed aircraft for observation, transport or training; 

b) Vehicles, trucks, trailers; 

c) radar, signals equipment, communications equipment; 


d) Engineers'and medical equipment. 

supply of 

However, it was announced that/lethal weapons from the US to India and Pakistan 


by way of grant aid, credit or sale would remain suspended indefinitely. 


1967-1970: The Early Years of Mrs Gandhi’s Rule 


British Policy 

* 

30. Following the new arms policy announced by the Americans in.April 1967 HM3 
re-examined their policy -on the supply of arms to India and Pakistan and 
confirmed the position reestablished in March 1966 : ie that HM3 should continue 
their "traditional policy of supplying arras on commercial terms" to any Commonwealth 
country wishing to acquire them ( 38 ). In fact "there is a careful 


/ ‘i'ilson* . until June 1370, when Hr Heath's Conservative 

Government cane to power. 

* details of which are given in paragraph 35. 
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scrutiny of all arms sales to India tmd Pakistan, involving political clear¬ 
ance for ell sales of strategic importance in the interests of stability in 
the area” (39) but this was not announced, and so remained 

confidential. 

31. In April 1968 (while reconfirming the existing policy to sell arcs to 
both India and Pakistan on a strictly commercial basis) the Commonwealth 
Office wrote down a list of guidelines which had been adopted in the past 
and would in future be the criteria used for consideration by the Commonwealth 
Office of any specific sale of arms. These vere(40).‘ 

11 1) The need for export orders; 

2) The need not to encourage an arms race in the subcontinent; 

3) The need to avoid, if possible, so significant an imbalance 
in sales to one country, or another as to cause serious political 
trouble with the other; 

4) The general need to keep reasonably in line with US policy; 

5) The need, as an aid donor, not to encourage excessive expenditure 
on arms purchases. 1 ’ 

Earlier in 1968 both in London and in Delhi there had been suggestions that 
HMG should not be seen to be actively promoting the sale of arcs to India and 
Pakistan. This too became a guiding principle (^1). 

32. A brief written for the visit of the Prime Minister to India in January 
1971 defined the objectives of British policy, in 

permitting 6ales of military equipment to India and Pakistan as being: 

"to maintain the traditional links between the armed forces of both 
countries and those of the UK, end to restrain the tendency for both 
countries to obtain armG from the Soviet Union or China#•••Our restrictions 
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on commercial credit jind military aid ore imposed as much for the benefit 
of India and Pakistan as of the UK” (42). 

yj>. The total value of UK defence equipment exported to India 1967-1970 was 
£2? million (major sales to India included Leander frigate equipment, 4 Sea 
King helicopters, 4? Hunters, 13 Canberras, 4l Vickers tanks, Vijayanta tank 
components, ?4 Abbott self-propelled guns, and 36 Seacat Missiles). Sales to 
Pakistan (1966 to April 1971) amounted to only £4 million and consisted 
primarily of radar, ground control equipment and ammunition. 

34. In April 19o8 it had also been agreed that HMG should continue to keep in touch 
with the Americans over arms sales to the extent of keeping them informed of 
broad policy developments, but that in cases where there was likely to be 
commercial- competition we should be more cautious and reticent in revealing 
information on particular prospective sales than we had been previously (43). 

HKG had had difficulties with the US Government over the sale of Hunters in 
196A The Government of India had informed HMG in January 1967 that they 
wanted to purchase, on a commercial basis, the 12 Hunters (for which in 1963 
they had wanted a £2.7 million special defence credit from h'l-JG). Because these 
Hunters had been partly US-funded, HMG had had to seek American permission to sell 
them*. It was not until 3 July 1967 that the US Government approved the sale of the 
Hunters, after a penetrating examination of Indian defence objectives and the 
understanding that they were replacements and not additions to the Indian Air 
lorcc (44). HMG suffered greater embarrassment over the sale of Canberras. 


• (under the terms of the 1950 Mutual Defence Aesiotoncc A e rec D ent, which net 
up the Mutual Defence Programme, end the 1957 Exchange of totto concerning 
the disposal of surplus Mutual Defence Programme equipment). 
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the Foreign .and Commonwealth Office 

On 31 July 1969 / wrote to the US Embassy asking for their approval of 

a sale to the Indians. A reply dated 19 August said that the State Department 
could not give a decision until the completion of a review of US policy of 
the supply of military equipment in South Asia. There was no indication that 
their answer would be negative, and the British Aircraft Corporation signed 
a contract with the Indians on 5 November 1969 and started work on refurbishing 
the Canberras. On January 1970 the US declined to approve the sale of the 
MDAP - funded Canberras, and it was not until 14 July 1970, after considerable 
high level representation, that they finally gave their approval ( 43 ). 

American Policy - 

the UK 

35* On 7 April 1967 the Americans presented / with an Aide Kemoire concerning 

their new policy on the supply of military equipment to India and Pakistan (see 

Annex IV). The main elements in this policy were: 

"1) •. Military assistance by way of grants or aid was finished: the 

only exception would be a very limited expenditure on military training 

. for Indians and Pakistanis in the US. The American Military Aid 

Military 

Advisory Group in Pakistan (HAAG) and the US/Supply Mission in India 
(USKSMI) would be phased out. 

2) The Americans would take steps to prevent the sale by third countries 
to India and Pakistan of military equipment which 

a) includes US technology and components or 

b) was produced in the US, or 

c) was co-produced in the US, except where the US had determined 
that such sales contributed to arms limitation or reduced defence 
expenditures. 

(This clause caused difficulties to HMG over the sale of Hunters.and 
Canberras,see paragraph JA) 
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3) The US would consider on a ease by ease basis requests for 
spare parts or replacements for lethal equipment already supplied. 

4) The US would be prepared to supply non-lethal equipment on a 
credit basis, and to disperse the remaining credit sale funds for 
the financial year of 1967 (for example #17 million which had been 
allocated on concessionary terms to India for the Star Sapphire 
Communications System)." 

On 17 April the Americans told us that the US Government hoped that K2JG 
would also work towards a policy on arms supply as restrictive as their 
own (46). Their new policy led them to adopt the deliberate aim of 
seeking to persuade both India and Pakistan to reduce defence 
expenditure (47)♦ 

36, Towards the end of 1967 there was heated discussion in America on 

i 

both the authorisation and appropriations stages of the Foreign 
Assistance bill. This resulted from the provisions to limit arms credit 
sales, and to wind up the Department of Defence’s Revolving fund, which 
meant that projects (previously financed under this fund) would new have 
to be approved specifically by Congress and so be subjected to political 
scrutiny. In the course of the debate Senator Symington had proposed 
that 

"in furnishing development assistance the President shall 
take into account 

1) The percentage of the recipient or purchasing 
country’s budget which is devoted to military purchases and 

2) The degree to which the recipient or purchasing 
country is using its foreign exchange resources to 
acquire military equipment. 

When the President finds that development assistance . is 

being diverted to military expenditures, or a recipient or 
purchasing country is diverting its own resources to unnecessary 
military expenditures, to a degree which materially interferes 
with its development, the President shall terminate such assistance 
and sales. 


/Llr Conte 


20 

SECRET Ccl iVSE 





ERUvEl lATU'-U. 

uk wa omu/ 



Mr Conte, in the House of Representatives, had proposed that 

"a. .....none of the funds contained in the military assistance credit 

sales revolving fund shall be used to finance directly or indirectly the 
purchase or acquisition of sophisticated weapons systems, such as missile 
systems and jet aircraft for military purposes by or for any under¬ 
developed country. 

b. The President is directed to withhold economic assistance in an 
amount equivalent to the amount spent by any under-developed country for 
the purchase of sophisticated weapons systems....." 

One of the results of these proposed amendments was that Mr Rusk undertook that 
the Administration would review all pertinent programmes and the US Government 
embarked on another review of their policy on the supply of military equipment 
to India and Pakistan (48). 

37. American political opinion not only on aid but also on defence sales was 
becoming more critical. Early in 19?0 Senator Mansfield proposed the following 
amendment to the Foreign Military Sales Act:- 

"In considering a request for approval of any transfer of a defence article 
to another country the President shall not give his consent unless the US 
would itself transfer the defence article under consideration to that 

l 

country" (49). 

This was one of the factors which caused the US Government to delay giving their 

approval to the sale of Canberras (see paragraph 3*0. 

* ' 

38 . In a report dated 6 November 1969 the Foreign Affairs Committee had written 
"The Committee is of the opinion that US policy not to provide 'lethal , 
material' to India and Pakistan has not worked us v/e had hoped, that it has 
caused those tv/o countries to turn to the Communist world to obtain what 
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they consider to be their legitimate defence needs and that this policy 
should be reviewed. It may very well be in the national interest to 
consider selective shipments of military weapons and equipment to both 
countries" ( 50 ). 

39. The policy, laid down in April 1967, was further reviewed and, in 
October 1970, the US Government decided to make a 'one time exception' in 
favour of Pakistan. The following items, intended for replacement of exist¬ 
ing equipment, and requested by Pakistan, would be transferred on a cash basis: 
"1) Some F104s to fill out the existing Pakistan Squadron; 

2) Some B57s; 

3 ) A limited number of maritime patrol aircraft; 
k) Some armoured personnel carriers." 

It was hoped that this would prevent the Pakistanis becoming entirely dependent 
on the Soviet Union and China and would maintain the general westward orientation 
of Pakistan (5*0* 

19 Zll The Sanrlsdesh Crisis 

British Policy (under Mr Heath's Conservative Government) 

^0. Following the Pakistan army action in March 197 1 the Secretary of State for 
Foreign and Commonwealth Affairs (Sir Alec Douglas-Home) made a statement in 
Parliament (on 29 March) 

"As regards arms, no new contracts have been entered into with Pakistan 
for a good many months now. I shall review this question, but I think that 
nothing imminent-arises" ( 32 ). 

In view of this statement the ICO asked the Ministry of Defence 
to be kept informed of all developments affecting arms 

sales to Pakistan because new commitments to supply arms would have to be 
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considered with great care and might require decisions by the Foreign Secretary 

(53). 


4l. On 8 April the Foreign Secretary was consulted and agreed to the shipment 
to Pakistan of Mortar cartridges, fuses and chemicals (used for the manufacture 
of ammunition) ( 54 ), • having decided that "military' equipment and 

supplies which are not by themselves lethal...may be delivered against existing 
orders". The Foreign Secretary said that he did not want to lay down a rigid 
distinction between lethal and non-lethal weapons at this time. Any requests 
for arms from the Pakistan Government would be considered as they arose in the 
light of the circumstances at the time (55). On 26 April, in answer 

to a Parliamentary Question on the review of arras contracts with Pakistan, 

Sir Alec said:- 

"I have reviewed the position, which is as I informed the House on 29 March. 

No arms contracts have been signed with Pakistan since 196? with the exception 
of one for refitting a naval vessel and another for radar equipment. There 
is none in prospect.....1 shall keep the matter under review, but I see no 
reason to alter KKG's policy now " ( 96 ). 


42. The Pakistanis continued to make enquiries and to place orders for military 
equipment (which were submitted by the Ministry of Defence and the Ministry of 
Aviation Supply for review by the Foreign and Commonwealth Office). The Foreign 
Secretary on 24 Kay minuted 

"We should sell the non-lethal weapons keeping the interpretations fairly 
broad. For the rest we must say that until the economic situation is 
clearer v/e cannot take extensive or expensive orders". 

He thereon agreed to 

a. The sale of spores for three inch mortars, certain chemicals for the 


/Pakistan 
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Pakistan Ordinance Factory, detonators, charges, and Over Pressure 
Cartridges; 

/ 

b. The demonstration or supply of 4.5 inch naval gun barrels, fuses for 
grenades, and anti-tank bar mines; 

c. The exchange posting of a RoyalAir Force flying instructor in Vest 
Pakistan". 

However, the Ministry of Defence were asked to inform the British Aircraft 

Corporation and Vickers that HMG could not encourage their sales promotional 

activity of Rapier Missiles nor Abbot guns in view of the evidence now available 

of the grave economic crisis impending in Pakistan. It was suggested that 

Vickers should inform the Pakistanis that they had no Abbot Guns available in 

the hope that this would avoid the need to indicate to the Pakistanis that we 

* 

did not wish to supply them (5?)« In July the Foreign Secretary further 

agreed to the sale to Pakistan, on cash terms only, and without publicity, of 

medium girder bridges and of design drawings of Landing Craft Tanks (LCTs). He 

us to 

agreed not to commit/the export of artillery command post vehicles (and it was 
suggested that the Pakistanis be informed that the FV452 was out of production 
and that delivery times for the FV610 would be long, in the hope that this would 
discourage Pakistan's interest) (5&). 


45» In replying to a question in the House of lords from Lord Brockway on 
1971, 

12 July/ after (correctly) confirming that there was no ban on conns sales, 
fjun Seortl<x«j Oj l S'kxk Vjtr 

Lord Carrington went on to say (incorrectly), in answer to a supplementary question, 

'K 

"...no new contracts for arms supplies to Pakistan have been signed...there 
are no contracts for arms between this country and Pakistan..." (59)* 

In fact the value of military supplies authorised to Pakistan since 25 March had 
been £525,455 ( 60 ). 
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44. In August Ministers agreed that 

"We continue for the present to supply non-lethal equipment to Pakistan 
but that for new orders our definition of non-lethal equipment should be 
restricted to exclude components for lethal weapons and ammunition". 

The supply of aircraft bomb pistols and propellant for rifle grenades was 
therefore declined (6l), However it was agreed to supply five sets of dome 
anti-aircraft gunnery training equipment, costing £123,918 ( 62 ). 


4.5* In the light of this more restrictive policy Lord Carrington agreed in 
November to stop deliveries of components for lethal weapons, orders for the 
approval of which had been given in April and May ( 63 )• It became clear to 
the Pakistanis that EMG had adopted a policy of restricting the sale of arms 
to Pakistan. Unfortunately, their impression was confirmed by a letter which 
was issued on 27 October 1971 from the Ministry of Defence to the Pakistan 
High Commission which said: "I regret to tell you that a temporary embargo has 
been put on the supply of warlike supplies to Pakistan by our Foreign and 
Commonwealth Office". No letter in these terms had been approved by the FCO. 


46. Since the 1965 Indo-Pakistan war, and acknowledging the possibility of 
further conflict, HMG had declined to give guarantees as to the availability of 
spare parts and support services for military equipment sold by British manu¬ 
facturers. On 9 March 1971 it had been agreed however, that in order to win 
the contract to modernise India's air defence radar system Marconi should be 
given the following assurance 

"Circumstances are mast unlikely to arise in which HM3 v:ould wish to inter¬ 
fere v/ith the fulfilment of commitments to the Government of India for the 
cupply and support of equipment of this nature" (64). 

HMG continued to cupply arms on a commercial basis to India, without adopting 
the restrictive policies which, since March 1971» HMG had imposed on the sales 
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to Pakistan.* However, in September, the Foreign and Commonwealth Secretary, 
who agreed that mortar bombs could be supplied to the Indians, had decided that 
the conti'act must include a restrictive clause to the effect that they were 
for the sole use of the Indian armed forces and should not be transferred to 
third parties (65)» 


47. Following the outbreak of the Indo-Pakistan war, on 3 December 1971* 

Sir Alec told Parliament (on 13 December) that "there is no prospect of any general 
embargo on the sale of arms". He went on to say:- 

"As for sales, the Indian Government have a number of long-term contracts 
with commercial firms for the supply of military equipment. These are sub¬ 
ject to export licences, the grant of which is being kept under constant 
review, in the light of the existing circumstances, including the state of 
hostilities in the sub-continent, the situation at the United Nations and the 
attitudes of alternative suppliers. As far as Pakistan is concerned ve have 
not been a regular supplier of arms for Pakistan for some years. Therefore 
there are no similar contracts. The same supervision would be given to any 
orders from Pakistan which may be placed here." ( 66 ) 

American Policy 

48. When the Pakistan Army action started in March 1971 no American military 
equipment had been delivered to Pakistan under the October 197 O "one time 
exception" ( 67 ). No new licences for arms shipment were issued by the State 
Department's Office of Munitions Control. In addition licences valid as of 
23 March that had since expired v/ere not renewed. 


* No restrictions were imposed on the delivery of commercial arms to India 
even v/hile the December 1971 war was in progress, as there was no procpect 
that other major suppliers of arms would adopt a ban on deliveries to the 
combatants. 
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^9. The US continued to receive requests for military equipment from Pakistan 
and until July, the Pakistan Supply Mission in Washington had been signing letters 
of offer issued by the Department of Defence for $9 million worth of 
additional quantities of military equipment. However as an export licence was 
required and, as under the terms of 25 March cut-off none would be granted, 
none of these new contracts would result in the actual shipment of military 
equipment to Pakistan. There was however $5.8 million worth of military 
equipment approved 
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for shipment to Pakistan because licences were valid before the 25 March 
cut-off, and an additional $ 2.5 million of previously licenced military equip¬ 
ment was still in the pipeline either en route or awaiting shipment ( 68 ). 

On 8 November the State Department made a statement about US shipments to 
Pakistan. The press reported that licences worth $3.6 million had been 
revoked in October after consultation with the Pakistanis. The reports went 
on to. say that US $5 million equipment had been supplied to Pakistan since 
25 March ( 69 ). 


50. On 1 December the US suspended the licensing of arms shipments to India 
although lethal type weapons had not been supplied to India since 1965 . The 
ban halted the supply of items such as jeeps, trucks, unarmed helicopters, 


communications equipment and spares for transport aircraft. Items for which 

at 

licences had already been issued (valued/approximately $ 11.5 million) would be 


allowed to proceed (although a close watch would be kept on the pipeline). This 

equipment 

did not include cor.munication/or equipment to manufacture ammunition( 70 ). 


1972-1976: Progress towards ’'Normalisation * 1 

British Policy & 


51. Pakistan continued to show interest in purchasing not only minor but also 
major arms from the UK ( 71 ). On 18 May 1972 it was agreed that as there was no 
ban on the sale of arms to Pakistan there should be no political objection to 
the supply of illuminating shells, aircraft bomb detonators, explosives and 
Primers Percussion (ie minor weapons). The Pakistan Ambassador was told this 
on 25 May (72). As regards the sale of major arms the Secretary of State 
minuted on 28 May:- "We should and can stall and say that we want to see the 


result of the India-Pakietan talks before we deal with new orders" (73). In August 

South Asian Department 

1972 JIi/u's policy on arms sales to Pakistan was reviev/ed. A submission by / recomnenac- 


/ Conservative, until March 1974, when Mr V/ilaon'n Labour 
Government wan returnee to oiXice, 

".that 
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"that we should continue to supply to the Pakistanis a 
reasonable quantity of arms, so far as possible confined 
to those of a defensive nature. But we should continue to 
refuse new orders, and each and every new order should be 
examined in terms of our general interest." 

Secretary of State minuted (on 3 August 1972): — 

"We should not depart significantly from our present policy 
yet and justify the comparative standstill on the grounds 
that the Simla talks are the most important consideration. 
Thereafter I agree ... that it isn't fair to raise hopes. 

Y/e should take a line that defensive arms are all right 
and stick to it.". 

equently, we refused to sell Scorpion light tanks (because the 


sale might have damaged our relations with India), Cberon submarines 
(because it was considered that supply would have significantly 
altered Pakistan's naval strength viz-a-viz India) and Abbot 
self-propelled guns. It was decided not to be too speciiic aoouo 
the reasons for decisions on sales, but to say that "as explained 
in ... Parliament on 13 December 1971, requests for military 
equipment from either India or Pale istan are examined individually 
on their merits ..." (75). When Ur Bhutto (then President of 
Pakistan) met the Prime Minister, Sir Alec Douglas-Home, on 
24 July 1373 the latter was able to point out that not only was 
Pakistan obtaining considerable quantities of arms from the UK 
but that "the value of the military equipment that we have agreed 
to supply to Pakistan since the beginning of 1972 is greater /than 


the value of military equipment which we have agreed to supply 
to India in the same period" (76). 

52. Following the Indian nuclear explosion (in May 1974) 
there was a further review by the Labour Government* of HUG's 
policy on defence sales to Pakistan, It was recommended by ^outh 


* which had been returned to office in March 1974 


/Asian Department 
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Asian Department, that we cased our objections to the supply of major items 
of defence equipment to Pakistan (hitherto refused on the grounds of Indian 
considerations) but that only cash sales * would be considered (because of 
our own economic difficulties) ( 80 ). Consequently in September 1974 approval 
was given for the sale to Pakistan of the 105 mm light gun and the Abbot self- 
propelled gun, the Fox and Vixen combat vehicles and the HS 1182 Hawk aircraft /* 
It was fuither decided that to manufacturers looking for business in Pakistan 
"V/e should not particularly encourage them but on the other hand they should 
not be dissuaded" ( 82 ). The new more flexible policy on defence sales to 
lakistan, set out in an PCO letter dated 11 September 1974,is given in Annex V. 

In 1975 our Ambassador in Islamabad suggested that HMG's "no-encourage- 
raent" arms sales policy was commercially ineffective and politically damaging 
but (in essence) it was upheld ( 83 ). The sale of Blowpipe, by Shorts, to 
Pakistan was allowed (in August 1975) on the condition that the Pakistan 
Government gave an undertaking not to sell it to any third party and that the 


weapon would be closely safeguarded (84). 


* The Minister of State, Mr Ennals, doubted if it was wise to impose on 

Pakistan a general obligation to pay cash for defence equipment (77) but he 
accepted the general policy of credit restraints ( 78 ). These are that 
defence sales to all countries are made on ordinary commercial terms and it 
is unusual to give credit beyond these terms. Ordinary commercial terms for 
Pakistan allowed only short term credit.(ie 6 months) against confirmed 
letters of credit for, according to the Treasury, Pakistan had defaulted on 
some private debts, her economy was weak, and she was a bad risk and not 
credit v/orthy ( 79 )* 


^ It is interesting to note that,while agreeing to the recommendations to sell 
the above-mentioned items of defence equipment to Pakistan,Mr Male minuted 
(on 4 September 1974) "I think it important that we should not allow our 
judgement to be over-balanced by considerations of the military balance 
between Pakistan and India, still less to work for an equipoise which in 
practice v/e could not bring about.... To safeguard our position with India 
I believe that: 


(i) we should be prepared to do the same for India, if India were 
interested; and that 


(ii) our credit policy towards Pakistan for eventual military sales 
should be no more liberal than towards India" (8l). 


/55. 


SO 

SBCKKT 





m^rpTr 



-fCCRfcT 

KY£-f 


53. In December 1975 the Pakistanis presented IMG (and the US Government) with 
a list of their estimated requirements for defence purchases in the next two 
years. They assured us that they would not require credit and that cash would 


be available for payment on delivery. Believing that it was no longer approp¬ 
riate that arms sales to Pakistan should be largely determined by assessments 
of Indian reactions (and equally vice versa) it was agreed:- 


a. in principle to sell to Pakistan Rapier anti-aircraft missiles, and 
further Sea King helicopters, cluster bombs and frigates; 

b. in principle to ' sell Martel air - to - surface missiles (but 


to ensure that the timing of the placing or announcement of any order 
would not jeopardise the sales prospects for Jaguar in India); and 

c. to inform the Pakistan Government that the order book for Chieftain 

tanks was full for the next three or four years and it therefore fell 


outside the delivery time ( maximum of two years) which they 
specified when they handed over their list of requirements ( 85 ). 


By August 1976, South AsianPepartraent had concluded that the 197*f policy on arms 
sales to Pakistan was outdated and wrote r— 

"V/e see no reason why you should not give every encouragement to those 
British arms manufacturers interested in the Pakistan arms market while 


warning them.every application would be .treated on its merits” ( 86 ). 


Mr O'NeiHin his letter dated 17 September 1976 v/rote :- 

"....in every case we give our advice on the political aspects of a sale in 
terms of British interests .....1 cannot think of any piece of equipment I 

/ # 

would now want to raise political objections to for Pakictan except a 
weapon that could have no reasonable purpose other than that of deliberate 
aggression." 

This, the current ICO policy on sales of defence equipment to Pakistan," forms 
Annex VI). 
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3 1 *. Before the Bangladesh crisis the Pakistanis had expressed an interest in 
buying frigates. * In November 1972 it had been agreed that we should tell the 
Pakistanis that "we regret that we are unable to supply Whitby class frigates 
at the present time...and we cannot give any commitment now as to what a 
future decision would be likely to be, since such a decision would depend on 
the crisis prevailing at the time" ( 8 ?). However, in February 1973 the Secretary 
of State decided that we should inform the Pakistanis that during the next three 
months we would not dispose of two of the frigates which they wished to buy and 
that, if the situation in the sub-continent had eased then, we would be ready 
to sell the two ships (89). On 6 June 1973 the Secretary of State agreed to the 
sale (90). [On 2 May 197*+ , it was agreed that HM3 should offer Pakistan a third 
Whitby frigate, KMS Whitby, but no blanket clearance for future sales of ex-Royal 
Navy ships was given] (9'i). 


55* On 1 ? September 1973 the Pakistan Foreign Secretary asked 3 f we would be 
prepared to offer credit for the purchase of the two frigates because of financial 
difficulties resulting from the (summer) flood disaster. In December 1973 it 
was agreed that (in these exceptional circumstances) credit / would be offered 
for the purchase of the hulls of two frigates (Tenby and Scarborough) but that no 
export credit could be made available to cover the cost of refitting them 
(estimated at between £10-£20 million) (92). In an Aide Memoire, dated 


* What is more, the Foreign Secretary (in a minute dated 22 January 19?1) 
had recommended that the Chancellor agreed to offer export credit cover 
for the sale. (The Treasury had not seen any justification for agreeing 
to it) ( 88 ). 


/ The terms of payment offered were! 


10 ^ of the total purchase price of £ 2 , 010,000 payable upon the contract 

30 $& of the price payable after 12 months from the contract date 

3C# of the price payable after 2 *+ months from the contract date 

3054 of the price payable after 36 months from the contract date 


/3 November 
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5 November 197*t t)ie Pakistanis asked (unsuccessfully) if the Royal Dockyards 
would refit the frigates (for, as a result of inflation, 

commercial shipyards were asking for non-fixed priced contracts). In January 
1975 Export Credits Guarcntee Department (ECGD)* cover was sought for the 

refits and in March 1975 it was offered "....provided that all payments under 

\ 

the contract are made from an irrevocable letter of credit, confirmed in the 
UK before commencement of any work and valid for the whole contract period" 

(93). 

56 . However, by January 1976, the Pakistanis had lost interest in refitting 
the frigates and Admiral Shariff told HM3 on 14 May that they would be sold 
for scrap. On 7 July 1976 the Pakistan Embassy confirmed, in writing, the 
Pakistan Government decision to abandon plans for their refit and moderni¬ 
sation (9^). The last instalment of payment for their hulls was due to be 
made on ’1 February 1977. 



57* In 1972 the Indian Air Force had shown serious interest in Jaguar aircraft./ 
Their initial requirement was for twenty-two aircraft (with spares) valued at 
million, with a possible subsequent order of over a hundred (which would be 
progressively manufactured in India, from components supplied from the UK and 
France). Our High Commissioner in Delhi had reported that the Jaguar was in 
competition with the French Mirage FI and the Soviet MiG 23 and 25 (at a later 
stage the Swedish Viggen also appeared competitive). Mr Royle,minuted on the 

TV 

High Commissioner's telegram "We must go all out to get the order" ( 95 ). On 
27 October 1972 the FCO agreed that there was no political objection to the supply 


* See Annex VII for the Export Guarantees Act of 1968 and the Overseas Investment 
Export Guarantees Act of 1972. 

/ Produced jointly by the British Aircraft Corporation and Breguet Aviation of 
France. 
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of Jaguar aircraft to India ( 96 ). The Chiefs of Staff and the Defence Secretary, 

while approving that the British Aircraft Corporation should continue discussions 

with the Indian Government, set out conditions on the proposed sale to 

safeguard certain security aspects and the interests of the Royal Air Force (97)• 

the 

The Indians expressed a preference for/Jaguar and indicated that they wanted 

Britain to become a major supplier for their next generation of conventional 

weapons. India did not have the cash and consequently wanted concessional 

credit terms. Throughout 1973 there was considerable discussion on low interest 

credit on extended terms for the Indians who were pressing for concessionary 

terms of around 2 3,% over fifteen years for purchases of ships and aircraft, 

which would amount to large scale government aid (totalling about £ 1,200 million 

for all of India's requirements). On 11 January 1974 the Treasury' decided that 

ECGD cover could not be approved for the sale to India of Jaguars (or Corvettes) 

the 

, because of the gloomy forecasts of India's balance of payments in/wake of the 
oil price rise and on 18 February 1974 they refused to reverse this decision 

(98). 

meeting of the 

98 . At a / Cabinets Defence and Overseas Policy Committee on 17 March 1974, Mr* V.'ilsc 

the*Prime Minister considered that foreign policy considerations were over — 

riding in respect of the sale of 9 Corvettes to India (worth about £32 million) 

and that Vosper Thornycroft. Limited should be authorised to offer credit to a 

maximum of £C$ of the total value, at 7# interest rate, repayable over five 

years (or, to match a French offer, over eight years). Ministers approved this 

offer of credit on 28 March 1974 (99). The Indians expressed disappointment at 

these commercial terms. The Finance Secretary, Mr M G Kaul, said that the Government 

of India wanted special credit from the UK which contained an element of grant 

at 

or subcidy in it (100). However, the Minister of State/the FCO had agreed on 
9 April 1974 that there were no overriding political grounds for granting 
concessionary terms to India for the purchase of defence equipment and that it 
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would be for the Ministry of Defence ond the Department of Trade and Industry 
to justify soft credit terms on the basis, if such existed, that the resultant 
sales to India would help sustain our armament industry and be of assistance 
to certain other key sectors of British Industry. 


59. Following the nuclear explosion on 18 May 197^i the Indians re-iterated 
their interest in Jaguars tind Corvettes and concessionary credit terms. The 
Indian Minister for Defence Production, (Mr Shukla) suggested a package' deal' 
which would have been the effect of broadening our existing partnership in 
the defence field (101). However, the assessment in Whitehall was that the 
explosion was probably only the first of a series which was mainly concerned 
with the development of a military nuclear capability. Guidance by the FCO was 
as follows:- 

the 

a. any commitment to supply/Jaguar or the PB 199 engine should be avoided 

the 

(because/Jaguar could easily be converted to the role of a nuclear 
weapon carrier and the PB 199 engine would be the ideal power unit for 
any indigenous Indian delivery qystem). Therefore the Ministry of 
Defence should explain to the Indians the legitimate financial reasons 
which prevent us from offering the type of credit terms they were 
seeking. 

should 

b. The sale of Corvettes/be permitted (on the basis of the usual political 
and economy considerations) (102). 

In talks with the Indian Secretary of Defence (Mr Govind Narain) HMG proposed to 
take the line that "we are studying the implications of the Indian nuclear 


* involving the purchase of Jaguars in conjunction with indigenous production 
of Jaguar components and a long-term collaboration with the British Aircraft 
Corporation; and the Corvette deal together with the construction of a civil 
port. 


/ test 


3S- 

SECRET ZCuVSC 




Uk £Y£S OVUf 



test.i.Ministers have as yet taken no decisions. While therefore we could 
discuss details of credit financing, policy approval to the export cannot be 
assumed" (103). During his visit to London Mr Narain proposed on concession¬ 
ary credit terms, the purchase of about 90 Jaguar aircraft, the approximate 
value of which to British industry would be £180 million. Subsequently, the 
Permanent Under-Secretary of State in the MOD wrote (on 12 July 1974):- 

"I am afraid that I must confirm that the present economic climate (both 
m India and the UK) almost precludes consideration of major sales of 
this kind on other than commercial terms. We are, of course, prepared 
to put the proposition to Ministers, but they, understandably, have other 
things on their minds at the moment, and. ..it may be some time before we can 
get an answer to you..." (104). 

The FCO tried to get credit cover for Corvettes extended from five to eight years 
(because, since the nuclear explosion, HMG had been turning down all other major 
defence sales to India) but the Treasury refused to accede (31 July 1974) ( 103 ). 

In fact, in February 1975 > the Treasury announced that the terms of the previous 
offer of credit for Corvettes could not be maintained and that "Commercial credit" 
must now be interpreted to mean 90# (not 80#) of the value of the UK content 
( 106 ). 

60 . In May I 973 it became apparent that our total credit commitment to India 
was extremely small in comparison with France, Germany, Italy and the US. Our 
liability under Section 2 * was only £204,000 ( 107 ). The Treasury's Export 


LCGD cover for arms — related sales under Section 2 requires Treasury authority 
where the riskc ore not commercially acceptable but are undertaken in the 
"national interest" following consultations in Whitehall - pee Annex VII 

/Guarantee 
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Guarantee Committee met on 13 June 1973 and, although the Treasury maintained 
its view that there was no justification for encouraging India to spend her 
scarce foreign exchange resources on defence expenditure and that India should 
not be cultivated as a major defence or capital goods export market, it was 
agreed that ECGD approval should be given for Section 2 cover on $16.3 million 
worth of military equipment : Rolls Royce Viper engines, Plessey radio receivers, 
and Hunting Engineering retarder tail units ( 108 ). 

61. On 8 August 1974 the Secretary of State for Industry, >5r Berm, had suggested 
that the sale of Jaguars to India would be of assistance to the BK aircraft industry 
and asked if the question of offering credit could be reconsidered. The Secretary 
of State for Foreign and Commonwealth Affairs, then Mr Callaghan, had agreed that 
this could be done in the Defence and Overseas Policy Committee (109). The Committee 
had met on 28 January 1975 and decided, in view of India's economic position, that 
credit should not be offered for the sale of the Jaguars and that it should be explained 
to the Indians that this decision was taken on economic grounds. Six months later, 
and again in response to a letter from the Secretary of State for Industry, (then 
Mr Varley) the Defence Secretary, Kr Mason, agreed to 

"re-examine the sales prospects for military aircraft and to see whether any 
sensible modifications to our present political and financial policies could 
improve the chances of sales" overseas, to help the British aircraft industry (110). 
However, it was not until November 1975 that Ministers finally approved an ECGD 
credit of £35 million for the purchase of Jaguars on commercial terms*, 

/provided 


* Commercial terms, in the context of ECGD cover, then meant 30$ irrevocable 

sterling payment with the order, and the balance over not more than five years 
from mean delivery, at an interest rate to be agreed (but not less than 7^$). 
However, HMG would agree if necessary that the 30$ down payment would mean 1C# 
with the order, 1C# before delivery and 10$ on delivery with the balance of 
cover over five years from mean delivery (113). 
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^provided that the French Government would assume responsibility for the 
financing and insurance of both the pre-credit risk and the credit risk 
of the French content of such a contract (ill). On 24 December 1975 the 
Prime Minister agreed that an approach should be made to the French 
Government to establish whether they would be prepared to bear their 
share of credit for an Indian order for Jaguars up to Fr 960 million 
to cover 24 aircraft (instead of Fr 800 million to cover the 20 aircraft 
to which French .agreement had already been given). In February we told 
the Indians that Britain and France were prepared to agree to the sale 
on normal commercial credit terras of up to 24 Jaguars, The following 
month the Indians informed British Aircraft Corporation that they 
would like to consider proposals for collaboration in manufacture, 
under which the initial purchase of 20 aircraft would be followed 
by the progressive transfer of manufacture to India under licence. 

A total manufacturing run of up to 200 aircraft was mentioned. 

Nothing more was heard from the Indians until 2 British Jaguars 
crashed in September. The Indians then let us know that an imminent 
submission to the Cabinet recommending negotiations with BAG had been 
held up while the implications of the crashes were considered. 

Early in October, material was passed to the Indians giving our 
interim judgement that the crashes were caused by pilot error rather 
than by mechanical failure. It was rumoured in December that the 
Jaguar had been raised at an Indian Cabinet meeting on 7 December 
and that Mrs Gandhi had decided in its favour. However, nothing 
more had been heard from the Indians by the end of the year (112). 

62. Stimulated by the Prime Minister’s son Sanjay Gandhi, the 
Indians asked us for guided weapons and their technology. On 
10 May 1976 it was agreed that Swingfire might be offered for sale 
and local manufacture; Optical Rapier might be offered for sale 
and local manufacture and that the Blindfire Rapier might be 
offered for sale provided deliveries took place no sooner than 1983, 
but, at present, local manufacture could not be contemplated. BAG 
and Hawker Siddeley Dynamics Limited sent a joint team to India 
in August to negotiate collaboration in the development and 
manufacture of a number of guided weapons (116), 
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US Policy 

63• On 14 March 1973 a State Department spokesman announced that the US 
Government would now revert to the policy for arms sales to Pakistan and 
India which they followed between 196? and the imposition of the total 
embargo in December 19?1i ie they would be prepared to sell non-lethal 
military equipment to both countries and they would also sell spare parts 
for lethal equipment previously supplied by the US. At the same time the 
spokesman announced that the US Government would release § 1.1 million worth 
of spare parts (including reconditioned aircraft engines and parachutes) 
already purchased by Pakistan but held up in the pipeline by the embargo, 
and 300 armoured personnel carriers promised to Pakistan under the 19?0 
"one-time exception" for which the Pakistan Government had made a down 
payment before the imposition of the embargo ( 117 ). Later in the month, 

Mr Stone, in the US Embassy, said in a conversation to Mr Male that the 
US Government was to impose a total embargo on supplies of further lethal 
weapons to the Sub-continent (118); however, his colleague J'r Grant Smith 
said, on 29 April, that although America did not intend to become a major 
supplier of arms to the Sub-continent this did not amount to a commitment by 
the US Government not to supply any lethal weapons to the Sub-continent ( 119 ). 

64 . On 24 February 1973 the US ended its embargo on the export of (lethal.) 
military equipment to India and Pakistan and put into effect a policy under 
which the Americans v/ould consider requests for arms exports for cash on a 
case—by—case basis. It was emphasised that the US Government wac not planning 
to provide any equipment on a grant military assistance basis, or on credit, 
for the US had no interest in resuming its pre —1963 role as a major arms 
supplier to the region. The Americans said that in assessing individual 
export requests they v/ould take into account a number of factors including 

/the 
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the progress towards Indo-Pakistan 'normalisation', the effect of any particular 
sale on the outlook for regional peace and stability, the relationship between US 
sales and those of other external arms suppliers, and the relationship of the 
request to the legitimate defence requirements in the region (120). 


65. The first major sale of military equipment under the new (1975) policy was 
agreed by the Americans in May 1976 : the sale to Pakistan of the TOW anti-tank 
missile and associated equipment (including some jeeps and armoured personnel 
carriers for use in mounting TOW launchers), valued at about $28 million. Other 
items under discussion with the Pakistanis on their "shopping list" presented to 
the Americans in December 1975 were estimated to cost $62-72 million (that fiscal 
year) (121). In December 1976 it was reported in the press that the Pentagon 
approved the sale to Pakistan of 110 A-7 bombers (subject to congressional approval 
which was not expected before the Carter administration succeeded President Ford's) 
(122). It was said that the offer of 110 A-7 bombers was to offset Pakistan's dis- 
appointment over the cancellation of the Franco/I^akistan agreement to build a 
nuclear fuel reprocessing plant. However, by the end of the year it was clear 
that the French had not ratted on the Pakistanis, who continued to insist on the 
reprocessing plant contract being fulfilled. The US Secretary of State, Mr Kissinger, 
had told the Pakistanis in August 1976 that consummation of this Franco-Pakistan 
nuclear deal would endanger American military and economic aid to Pakistan (123). 

The sale of the A-7 bombers, effectively conditional on the Franco-Pakistan agree¬ 
ment, is stalled and now seems unlikely. 

66 . US military aid to both India and Pakistan could be affected by the passage of 
the International Security Assistance and Arms Control Act of 1976, which was signed 
by President lord on JO June 1976. This specifically states that "except under cir¬ 
cumstances specified....no Security Assistance may be provided to any country the 
Government of which engages in a consistent pattern of gross violation on 
Internationally recognised Human Rights". President Carter's concern for Human 
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Rights leads one to suppose that the linkage of Aid and Human Rights will be a 

» 

continuing feature of American policy under his Presidency.’ 

Conclusion 

67 . HMG has (except for six months following the outbreak of the 1965 Indo- 
Pakistan war) publicly maintained a policy of selling arcs for cash to both India 
and Pakistan, but to some extent (and especially in 1971) this was modified by the 
scrutiny of individual arms sales, by the FCO, resulting from the need to obtain 
political clearance for the export of military supplies from the UK. In practice 
this favoured India. 


68 . Over the period as a whole, HMG's policy on defence sales to India and Pakistan 
has been determined more by sub-continental events than by changes in the British 
Government. However, since the middle of 1976 Eritish national (and particularly 
commercial) interests rather than sub-continental reactions, appear to have greater 
weight in deciding HMG's policy on arras cales to India and Pakistan. 

f 


69 . No military aid has been given by KKG to India or Pakistan since 1965 (except 
the small suras spent on training servicemen) except in as far as there is an element 
of aid in giving ECGD cover. 


70. British and American policies cannot be understood in isolation. Although the 
role of China and the Soviet Union in the sub-continent falls outside the scope of 
this paper Chinese and Soviet activities cannot be ignored. The deterioration of 

l 

Sino-Soviet relations had repercussions in the sub-continent. The Americans had 
decided in 195*+ to give military aid to the Pakistanis and to equip the Pakistan 
armed forces with American equipment. They had showed little interest in supplying 

India with arms. Hollowing the Chinese incursion into the North East Hronticr 
Agency, in 1962, the US gave military aid to India. This provoked the Pakistanis 

/to 


• On 19 May 1977 the President made a policy statement announcing the 

Administration's policy towards conventional arms transfers. The six main 
points are summarised in V.'ashington telno 225*+ of 20 May 1977 to the PCO, but 
are not reproduced here for none have exclusive application to India or 
Pakistan. It t 
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to welcome support from the Chinese.* The Americans however declined to supply 
naval as well as air and land defence equipment to India ,^ which in consequence 
turned to the Soviet Union for naval equipment. In 1963 India also started to 
manufacture Soviet missiles under licence for the MiG-21 aircraft. Production 
expanded and now covers whole aircraft. As can be seen from Annex Villa the Soviet 
Union has become by far the largest supplier of military hardware to India. At 
the time of the 1963 Indo-Pakistan confrontation neither the Chinese nor the 
Soviet Governments restrained the flow of arms to the sub-continent (in contrast 
to British and American practice^). The supply of Soviet arms to Pakistan in 
19o8/69 (partly intended to contain Chinese and American influence) produced 
concern in India which was muted, however, when the Congress party split and the 
more critical Ministers were removed from the Indian Government. In 1971, in 
preparation for action against the Pakistanis, India signed the Treaty of Peace 
and Friendship with the Soviet Union. This perhaps marked the culmination of 
growth of Soviet influence at the expense of the Americans. Subsequently India 
appeared to wish to repair her relations with the United States and China, and 
to become less dependent on Soviet support. 


/71 


* Chinese military aid to Pakistan started in 1963 . It amounted to 
US #200 million by the end of 1970. 

/ see paragraph 20 

/ see paragraph 24 and 28 
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71. . Despite continuing attempts to increase domestic production* both India 
and Pakistan will remain importers of military equipment in the foreseeable 
future. Their current capacity to purchase is restricted by the non-availa¬ 
bility of cash and scarcity of credit. Their military expenditure (1972-1975) 
is shown in Annex Vlllb. Annex IX lists the main items of British military 
equipment in use in the Indian and Pakistan armed forces. 


* India has a much more developed and sophisticated indigenous arms industry than 
Pakistan. Output from 28 ordnance factories meets the entire requirement of 
the Indian Army in respect of small arms and light artillery. Vijayanta tanks 
are produced at the Heavy Vehicles factory at Avadi. Nine public sector under¬ 
takings, controlled by the Ministry of Defence, produced goods worth Rs 3500 million 
(approximately US S^04 million) in 1975-76. The largest of these is the 
Hindustan Aeronautics Ltd (HAL) (with units in Bangalore, Hyderabad, Kanpur, 

Koraput, Lucknow, and N'asik) manufacturing supersonic jet fighters and air-to- 
air missiles. The Mazagoan Dockyard in Bombay is building Leander class 
frigates for the Navy, and the Bharat Electronic (BEL) at Bangalore and 
Ghaziabad manufactures electronic equipment. An Arms Production Board exists 
in Pakistan to plan and develop a modern indigenous arms industry. The /army 
has wished for many years to decrease its dependence on overseas supplies and to 
manufacture more weapons and ammunition locally. There is export potential in 
the Gulf States for such arms as fire produced but the Ordnance factories at Wah 
cannot yet satisfy the domestic market. The Pakistanis can now assemble medium 
performance light jet aircraft but they do not have the capacity to produce all 
the components and still have a very long way to go before they can. 
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DEFENCE SALES AND MILITARY AID TO INDIA AND PAKISTAN 1947 TO 
1976 » BRITISH AND AMERICAN POLICIES 

1. WE FOUND THE DRAFT PAPER ENCLOSED WITH YOUR LETTER OF 4 JULY 
AN INTERESTING AND INSTRUCTIVE HISTORICAL SUMMARY. 


2. AS FAR AS DETAILED COMMENTS ARE CONCERNED WE SUGGEST i 

(A) MORE ATTENTION SHOULD BE DIRECTED TO THE RECENT IMPROVEMENT 
IN INDIA'S ECONOMY COMPARED WITH THAT OF PAKISTAN. 


(B) THE FAR-REACHING EFFECTS ON THE INDIAN NAVY OF HMG'S REFUSAL 
TO SELL SUBMARINES TO THEM IN 1965 SHOULD BE BROUGHT OUT IN GREATER 
RELIEF, TOGETHER WITH THE SUBSEQUENT STRANGLE-HOLD WHICH THE SOVIET 
UNION ESTABLISHED ON SUPPLIES TO THE INDIAN NAVY. 


(C) EVEN IF THE PAPER IS CONCERNED WITH BRITISH AND AMERICAN 
POLICIES, SOME MENTION MIGHT BE MADE OF THE GROWING INTEREST AMONG 
THE FRENCH, GERMANS AND SCANDINAVIANS IN SELLING ARMS TO INDIA AND 
PAKISTAN. AND 


(D) MORE EMPHASIS SHOULD BE PLACED ON THE EFFECT OF DELAYS BY 
HMG IN MAKING UP THEIR MINDS ABOUT SALES TO THE SUB-CONTINENT i 
AND OF THE EFFECT OF HIGH UK PRICES, AND SLOW DELIVERIES OF 
EQUIPMENT SOLD. THESE QKE FACTORS THAT HAVE HELPED INDIA TO DEAL 
WITH THE USSR AND EASTERN EUROPE, AT THE UK'S EXPENSE. 


3. SINCE THE PAPER DOES NOT TRY TO COME TO ANY FAR-REACHING 
CONCLUSIONS, WE SHOULD NOT WISH TO QUARREL WITH THE LAST PARAGRAPHS, 


THOUGH WE CAN SEE THE FORCE OF ROP4N FEARN'S PARAGRAPH 3 IN HIS 
Ck.TTfc.fi.JLj. luy yf ^ JULY, ESPECIALLY WHEN READ FWO* ISLAMABAD. 
HOWEVER, YOUR USEFUL STUDY DID PROVOKE SQME ADDITIONAL COMMENTS ON 
Two ASPECTS OF INDO-PAK 1STAN-UK/ RELATIONS*, WHICH IT WAS THOUGHT 
CDULD Bfi BROUGHT OUT IN THE PAPtLR, AND WHICH MAY BE SUMMARISED 
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(A) INCONSISTENCIES IN WESTERN POLICY HAS HAD A CONSEQUENT 
DAMAGING EFFECT ON OUR RELATIONS WITH INDIA AND PAKISTAN. THE 
ENDENCY HAS BEEN FOR US TO DENY OURSELVES OPPORTUNITIES FOR 
IUCRATIVE ARMS DEALS, WHILE MANAGING TO OFFEND BOTH INDIA AND 
AKISTAN INTO THE BARGAIN. WE HAVE THUS HARMED OURSELVES 
FINANCIALLY AND EARNED OURSELVES NO CREDIT POLITICALLY, AT LEAST 
NOT IN THE COUNTRIES CONCERNED. 





THE OFTEN STRIKING LACK OF COORDINATION IN THE 
HIN WHITEHALL, THE MOD INDISCRETION IN 1971 BEING 


UK AND EVEN 
PERHAPS THE MOSj 


GLARING EXAMPLE RECORDED. WE ARE NOT YET CONVINCED THAT THIS 
DAMAGING HABIT HAS BEEN ERADICATED. 


4. I AM SENDING COPIES OF THIS TELELETTER TO FEARN IN ISLAMABAD, 
SMALL IN DACCA, MALLABY IN MOSCOW AND TO GARS IDE IN PEKING. 

RESEARCH DEPARTMENT REGISTRY PLEASE PASS COPIES BY BAG TO SCOTT IN 
WASHINGTON AND FURSLAND IN SAD AT THE FCO. 


SIGNED W K K WHITE 
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1. Ill j, our letter of * 4 duly to keivin ./hi ue in reini you asneu 

• — fG| GL 

k, <ie are not clear on the purpose of this paper. If it is 
intended simply as a factual quarry , we find it interesting and 
useful. .ie nave really no comments on paragraphs 1-66 (except 



,/e have the following comments on tnese paragraphs: 


(i) far^yepx o< 


This paragraph coulu usefully draw a clearer distinction 
between proclaimed policy and actual practice. fhe 
present wording gives the impression that the policy of 
cash sales, witn occasional lapses, has been more or 
less equally applied to botn India and rakistan. 

However, the history in the main body, of the paper 
brings out Ca.eariy that HUG has generally (ana 
particularly in the 60 s) i'ounu. it commercially easier 
and poliuicalxy more acceptable to provide arms to 
Inaia. It would seem rignt for une paper to say sc, 
particularly since u ne xakistani belief in our partisan 
attitude (we were by the way interested to learn of the 
102 indiscretion in 1571 - ^arn 45 ) is finely to 
continue to affect our ability to selx arms to the 
rakistan Armed forces. 


(ii) 


;raph 08 


fhe statement that "since 1576 British national interests 
rather than sub-continental reactions have been para¬ 
mount in deciding HLG'a policy" requires expansion if 
its meaning is to be clear. Surely sub-continental 
reactions continue to play a large part in determining 
our own attituue (national interests) 7 for instance 
our hesitation on Jaguar sales to rakistan is in good 
part premised on the likely Indian reactions. 
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/(iii) 
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(iii) Pax^agraph uS 


Ihis sentence may be a little misleading. The Oxier 
to provide Hunters to India on special terms was made 
in even if it was later withdrawn (paragrapn 22) 

Also paragraph 23 implies continued disbursements in 
1 S 65 of military aid pledged to India in 1 S 62 . 


(iv) rurar.raph 70 


laterial 


2 he greater part of this paragrapn is new 
which snould logically come in the body of the paper 
rather than in uhe Conclusion. dhe implications of 
the paragraph are, however, interesting in considering 
tne extent of ox'dex's lost through political restx'icticn 
on our own willingness to sell. ' This could usefully 
cover not only China and the Coviet dice, out also 
countries such ^s x-X'ance (e.g. ^a^e cx Mirages and 
submarines to .Pakistan): is it one conclusiox* that, 
our policies have led to powers such as france winning 
markets in Pakistan which traditionally might have been 
British 


ns 


(v) 


^ &i±*&Lf^±'SL jJxl 


71 


Most of tnis paragraph is also new material 
not really fit in tne Conclusion. 


ana aoes 


. r . a final thought. it would be of interest if the paper 
(perhaps in an Annex) were to contain a brief summary of the 
main items of British equipment currently in use with both the 
Indian and Pakistani Armed forces with an indication of their 
iterative modernity. Our impression hex’e is that while the 
lakistan .armed forces continue to use a fairly substantial 
amount of British equipment, this is mostly obsolescent. 
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DEFENCE SALES AND MILITARY AID TO INDIA AND PAKISTAN 

1. Thank you for your minute or 3 February in which you asked 

for comments on the draft paper: Defence Sales and Military Aid 
to India and Pakistan 1947-76: British and American Policies. 

P. South Asian Department have read the paper with interest and 

find it a very useful historical summary of arms sales policy. 

(Parts also make sobering reading about past mistakes.) Our comments 
on the paper are as follows: 

i) Paragraph 6P. This deals with the sale of the BAC 1-11 
which is a civilian aircraft. Is it really appropriate 
for this paper? 

ii) paragraph 66. The sale of the A-7 is effectively 
conditional on the cancellation of the re-processing 
plant deal with France. At the moment this contract 
is going ahead. The Americans have expressed strong 
opposition to it. The French have agreed that they 
would not enter into any similar deals in the future, 
but have declined to denounce the agreement with 
Pakistan. Pakistan is insisting on the contract 
being fulfilled. If France and Pakistan go ahead 
with the reprocessing plant, it is very unlikely that 
the US Congress would approve the sale of the A-7. 

The Pakistan Government are aware of the difficulty 
and recently approached BAC about the possibility of 
buying Jaguar. BAC has made a commercial presentation, 
but we have no further indication of the seriousness of 
Pakistan's interest. Any decision on selling Jaguar 

to Pakistan would have to take into consideration a) 
the effect on the Americans who would see a UK sale as 
a blow to their non-proliferation efforts and b) the 
effect on India, who has also expressed an interest in 
Jaguar. 

iii) paragraph 68. This paragraph could be expanded to 
bring out the political considerations beind our. 
policy on defence sales in the 1960s and early 1970s. 
Similarly the interesting point in paragraph 70 about 
Soviet and Chinese influence would bear fuller treatment, 
as Mr Dean suggested in his minute of 14 February. 

iv) paragraph 71* It is not true to say that Pakistan is 


a large, valuable and attractive market for military 
equipment. The statement is too strong even in the 
case of India. Pakistan's poor credit record is one 
problem. The real demand in Pakistan for military 
equipment is also an uncertain quantity. We receive 
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a great number of enquiries, but very few lead to 
orders. It would be useful to have a paragraph 
earlier on in the paper dealing with the total 
purchases of arms by India and Pakistan for the 
period 197?-76. This would give some idea of 

the value of the markets. 

v) It would be useful to have an additional paragraph 
dealing with the growth of the domestic arms 
industries in Pakistan and India and the effect 

of the arms embargo on them. 

vi) It would be helpful to have rather more sub¬ 
headings to clarify which points are being 
discussed. Also, the paper should make clear 
which British Governments took the various policy 
decisions. This is particularly necessary in 
the year 197^ when there were both Conservative 
and Labour Governments. The conclusions reached 
by Conservative Ministers are not necessarily 
binding on Labour Ministers. 



24 February 1977 


R J O'Neill 

South Asian Department 


cc: 


Mr McDonald ACDD 
Mr Dean ACDRU 
Mr Yarnold, Defence Dept 
Mr Roberts IRD 
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1. Thank you for sending ACDD a copy of the draft paper on this 
subject, which I have read with great interest. It is most useful 
to have this history of arms embargoes to South Asia and their 
effects. 


2. My interest is twofold: 

(a) the study of international measures for the control 
of conventional arms transfers, in which the buyer/ 
seller relationships are important; the growth of 
indigenous arms industries in the developing countries 
is also relevant; 

(b) the strategy for nuclear-proliferation, in which the 
supply or denial of sophisticated conventional weapons 
can be a significant factor. 

3. From the point of view of (a), paragraph 70 of the paper 
indicates that in 1965 India turned from Western sources of supply 
to the Soviet Union, while Pakistan turned to China from 1963. The 
point about the political influence which the major Western suppliers 
renounced when they imposed their arms embargoes might be brought 
out more strongly. Paragraph 71 should perhaps indicate the scale 

of arms production in India, with the ultimate goal of self- 
efficiency, and the possibility of arms manufacture under licence 
in Pakistan. 

4. On point (b), it is arguable that the feeling of being 
abandoned by the West in 1965 might have had some bearing on the 
Indian decision to go it alone and develop a nuclear explosive 
device. Paragraph 66 suggests that the Franco-Pakistan agreement 
on a nuclear fuel processing plant has actually been cancelled; 
we hope it will be, but no decision has yet been taken. In this 
connection it might be useful to include a reference to Mr Bhutto's 
blackmail of the US since the Indian nuclear test of May 1974 : 

don't give me the sophisticated conventional weapons I want, 

I shall embark on a nuclear weapons programme". • 


14 February 1977 

cc: Mr O'Neill, SAD 
Mr MacDonald, ACDD 
Mr Roberts, IRD 
Mr Yarnold, Defence Dept 


C R Dean 
ACDRU 
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RESEARCH DEPARTMENT PAPER: DEFENCE SALES AND MILITARY AID 
TO INDIA AND PAKISTAN 

1. I should be grateful if you, Mr Hum and Mr Fursland would let 
me have comments on the draft Research Department paper on Defence 
Sales and Military Aid to India and Pakistan, 1947-76 by 

18 February. 

2. My only comment, after glancing briefly at paragraphs 51-65> 

is that the material needs to be ordered a good deal more rigorously, 
with sub-headings showing just which point is being discussed at 
any moment. Also, the paper should distinguish clearly between 
the Conservative and Labour Governments in 1974: conclusions 
reached by Conservative Ministers are in no way binding on Lao our 
Ministers, and indeed will not even be known to them. 



R J O'Neill 


7 February 1977 
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1. I attach the first draft of Miss Lane's paper "Defence 
Sales and Military Aid to India and Pakistan 1947-1976: 
British and American Policies", commissioned by South 
Asian Department. 

2. I shall be grateful for your comments (and for those 
of departments to whom this is copied) by Tuesday 

22 February so that a second draft, incorporating correc¬ 
tions and comments, can be circulated to posts in the 
first week of March. 


3 February 1977 



H C Hainworth 
Asian Region 
Research Department 
G 60/4 


CODE 18-78 


Copied, with annexes (except Annex VII) to: 
MOD, Major P Lee 
and without annexes to: 

NAD 

Defence Department 
ACDD 

IRD, Mr P H Roberts 
RD/Atlantic Section, Mr J Hughes 
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paras 6V *• ?1 


Introduction 

• ~ -- - -- ■ 

This paper sets cut to note chargee in Eritish and, to seme extent, 
American policy on defence solos and military aid to India and Pakistan, 
1947 - 1976 . It does not attempt ’ .justiiy those polici'-s nor to quantify 
defence sales over this 29 year period. Particular attention is given 
to the periods of Indo-P&kiatan confrontation (1965 and 1976). 
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1947-1961: The Early Years of Independence 

British Policy 

1. Prior to the British departure from India in 19^+7 & Joint Defence 
Council wax set up to organise the division and distribution of military 
equipment and servicemen between India and Pakistan in the ratio of 2:1. 


2. In addition to a proportion of the equipment and stores already in the 
country both the Indian and Pakistan governments requested additional military 
equipment and HMG* agreed that "as a matter of principle" these requests should 
be met "so far as we are able to do so" (1). In fact HMG decided in January 
19 W to give high (Class I) priority to supplying arms and equipment to the 
Dominions. 

"Both from the point of view of Commonwealth collaboration and the assist¬ 
ance which we may expect from the Dominions in a future war, it is most 
important that their armed forces remain highly equipped and standardised 
v.’ith our own. We should, therefore, give high priority to any requests 
for British equipment from the Dominions but we should hope that they 
would themselves px'oduce the majority of their requirements under licence. 
This would be in accordance with our policy of raising the war potential 
of the Dominions relative to that of the UK." 

This position was subsequently modified and, by March T9-^3, India and Pakistan 
had been demoted from Class I to Class 3 priority (2). 

3» Sir Gilbert Laithwaite in a letter dated 19 March 1948 ( 3 ) wrote 

"It is not the policy of HMG that military equipment should not be issued 


* In this memorandum HMG stands both for "His Majesty’s Government" and, 
following the accent to the throne of Queen Elizabeth II in 1933 "Her 

Government". * 


k 1 j 'i/iir. (and all numbered footnotes) refer to file references in Annex I 
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to either Dominion until the requirements of the 2 Dominions are known. 
But....as many articles 01 equipment are in extremely short supply, and 
in order to give both Dominions a share in the allotment of such articles, 
it has been the custom of HMG to ask both Dominions for their requirements 
of these articles before exhausting their 'availabilities' on one Dominion 
and leaving nothing for the other". 

This policy of preserving a reasonable 'balance' in military supplies to India 
and Pakistan was embodied in the Ministry of Defence's Arms Working Party Report 
in October 195 1 * 

"Special attention has always been given to the importance of a broad 
parity of treatment, particularly -.s regards major items... The policy is... 
one which tends to favour India as against Pakistan, because, v/hile neither 
party is receiving very much from the UK at present, India can meet much 
more of her requirements from her own production " (^)«. 

4. The wisdom of supplying arms at all was raised by Mr Churchill, then Prime 
Minister:- 

"It must be remembered that these 2 countries may go to war with one another 
and that it is the only object for which they seek arms. ....we place our¬ 
selves in a very questionable position by arming both sides with no other 
object than long-term advantages of keeping up the UK manufacturing 
potentials...." (5). 

This was discussed by the Cabinet (on 1? March 1952 ) and it was agreed that 
"military equipment should continue to be supplied to India and Pakistan...subject 
to the points made in the discussion..." The more significant point was that 
"it should be our policy to continue to make limited supplies of equipment 
available on a scale sufficient to prevent India and Pakistan from turning 
to US sources" (6). 
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5. From 1950 to 1952 the UK supplied very few aims and little equipment to 
either country, since our own rearmament programme had absolute priority. Sub¬ 
sequently it was made clear to both India and Pakistan that we would provide 
whatever they wanted and could pay for. Between 1952 and 1956 Pakistan, because 
of shortage of funds, bought virtually nothing from the UK (although it was in 
receipt of some American equipment provided under military aid) whereas we had 
supplied or contracted to supply to India orders totalling about £58 million (?). 

6. Despite pressure from the Americans to restrict our supplies of arms to 
India so as to balance the "freeze" of military equipment aid to Pakistan imposed 
by then in August 1959$ we informed the Americans that our general policy 
precluded the imposition of any UK "freeze" on either India or Pakistan. This 
policy, outlined in a brief for .the visit of Mr Alport, Minister of State, to 
India in December 1959 involved "impartiality and equal treatment". We were 
guided by the following principles:- 

(1) Offensive arms would not be given cr lent (or supplied on individually 
favourable terms) to either country’........ 

(2) Encouragement of additional expenditure on new types of arms was not 
desirable. 

( 3 ) ...There would be no refusal to sell arms (8). 

American Policy 

7. The embargo imposed by the US on the sale of arms to India and Pakistan in 
April 19^8 was lifted on 29 March 19 Z »9 (9)- In December 1950 the Pakistan 
Government gave the assurances and undertakings required by the Government of the US(under 
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section ^08 of the Mutual Defence Assistance Act of 19^9 - see Annex 2) to 
purchase certain items of military equipment (10) and in March 1951 
the Americans came to a similar agreement with the Government of India 
( 11 ). 

8. By February 1952 the Americans had decided that ’'balancing" supplies of 
arms to India and Pakistan was impracticable and undesirable. In October 1953 
they told the Pakistan President that they were in favour of giving military 
aid, and, following the agreement by the Pakistan and Turkish governments to 
collaborate - as western allies - the US announced their intention, on 

25 February 1954,of granting military assistance to Pakistan (12). 

Pakistan's adherence to the South East Asia Treaty Organisation (SEATO) 
(September 195^) and the Baghdad Pact 0955) facilitated military coopera¬ 
tion between the US and Pakistan. 

9. In addition to military aid the US gave Pakistan certain defence assurances. 
On 29 November 1956, the State Department publicly assured the 

Baghdad Pact Nations that "a threat to the territorial integrity or political 
independence of the members would be viewed by the US with the utmost gravity". 
Following a meeting with Secretary Dulles, Feroz Khan Noon (one time Prime 
Minister of Pakistan) said in November 1957 (with Secretary Dulles's prior 
approval) that "he left me in no doubt but that the US would promptly and 
effectively' come to the assistance of Pakistan if it were subjected to armed 
aggression w}ich, however, the US did not anticipate" (1}). This 
position was incorporated in the article of intent, in the Pakistan-USA Agreement 
on Cooperation for Security and Defence, signed in March 1959» viz:- 

"....in case of aggression against Pakistan, the Government of the USA, 
in accordance with the constitution of the USA, will take such appropriate 
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action, including the use oi' armed forces, as may be mutually agreed 
upon....in order to assist the Government of Pakistan, at its request". 

10 . In connection with their supply of arms to Pakistan the Americans also 
had made a number of statements to reassure India. Following the announce¬ 
ment (on 25 February 195*0 of military aid to Pakistan the US President, 

in a letter to the Indian Prime Minister, confirmed that 

"if our aid to any country, including Pakistan, is misused and directed 
against another in aggression I will undertake immediately....appropriate 
action both within and without the United Nations to thwart such 
aggression" ( 13 ). 

More specifically, the Americans said in a public statement in January 1959 that 
"if Pakistan should attack India the US, under its commitments, would of 
course, come to the defence of India" ( 1 *U. 

11. Although in August 1959 the US had informed HMG of their decision to 
freeze military aid to Pakistan at i.b.e 1959 level (" 15 ) (with the hope 

that HMG would do likewise concerning military supplies to India), the joint 

communique issued at the conclusion of President Ayub's visit to the US in July 
an extension of 

1961 referred to/US military assistance to Pakistan. 

1962-196*4: The Sino-Indian Crisis and its aftermath 

British Policy 

12. Until October 1962 HMG had given no military aid to India, but at the time 
of the Chinese invasion across the McMahon Line, and in response to a request 
from the Government of India to help meet the emergency, the UK (and the US) 
flew out to India gilts of automatic rifles, mortars and ammunition. In 
November the British discussed with the Indiana what further equipment was 
required in the Border areas and, on 27 November in Delhi, Letters were exchanged 
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between the Secretary of State for Commonwealth Affairs and the Indian 
Defence Minister signifying agreement that further military supplies from the 
UK were dependent on 3 conditions: 

(1) The arms were to be used exclusively for the purpose of defence 
against Chinese aggression; 

(2) The British Government was to have the right to verify by inspection 
that they were being used for this purpose; 

(3) We should have the right to ask for the arms to be returned when 
they were no longer needed for the purpose for which they were provided.” 

The Pakistanis were so informed (lo). 

13« Following talks between the British Prime Minister Mr Macmillan and the 
American President, Mr Kennedy, at Nassau in December 1962, it was agreed to 
give India defence aid worth sX2 milhai(shared 50:50 between the US and the 
Commonwealth). The British share amounted to £19 million. The object of this 
aid was to convert 6 of the existing Indian divisions into effective mountain 
divisions, to provide reasonable air lift assistance, and to render existing 
combat aircraft of the Indian air force more effective. During the spring of 
1963 the Indians produced a £2,400 million rearmament plan and asked HMG and 
the US Government to help meet its foreign exchange element which they estimated 
to be £600 million. We and the Americans agreed that aid on this scale was 
outside the realms of reality, but at a meeting in June 1963» at Birch Grove, 
Prime Minister Macmillan and President Kennedy agreed to give further aid to 
strengthen Indian defences against the possibility of renewed Chinese attacks. 

In August 1963 HMG decided to give India an additional £8.6 million worth of 
defence aid (for artsy and air equipment, machinery for defence production, and 
militiiry training) and in March 1964 Ministers agreed to a further £5 million for 
the fiscal year 1964-65 (17). 
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14. A commercial transaction between Vickers and the Government of India had 

been initiated in I960 to modernise the Mazagon dockyard and to build three 
Leander class frigates. In October 1963 the Government of India had asked EKG 
for aid for this project. On 6 May 1964 we informed the Indians that no part 
of our 1964 (ie £5 million) military aid could be used for the dockyards nor 
frigates (because we considered that there was no Chinese naval threat to 
India nor had the time come for us to accept the principle of long-term military 
aid to India). However, 3 months later it was learned that the Indians had 
approached the Russians on the supply of frigates. On 29 July the Commonwealth 
Secretary of State minuted to the Prime Minister I think v.e must be pre¬ 

pared to adjust the rules to serve our political interests" and on 20 August 
1964 the Indians were informed that HM3 were ready to give the Government of 
India a special defence credit oi £4.7 million. (It was made clear to the 
Indians that the offer was based oh the assumption that they would not acquire 
destroyers or submarines from the Soviet ' nion). An exchange of letters 
between the UK and the Government of India on 20 November 1964 agreed on the 
terms and conditions of the special defence credit to the Government of India 
for assistance towards the Mazagon Dockyard and the Leander Frigate Project 
(see Annex III). 

15. On 13 July 1964 the Commonwealth Secretary wrote to Mr Bhutto (then 
Fakistan Foreign Minister) offering defence aid to Pakistan. The proposal, 
initiated by the Commonweal.th Relations Office,was to offer £3 million worth of 
military equipment to Pakistan in order to emphasis? the value of Pakistan's 
connection with us in the Commonwealth, in SEAT'D and in The Central Treaty 
Organisation (CENTO), to maintain and increase our influence with the Pakistan 
armed services and the Pakistan Government, and to attempt to take some of the 
sting out of Pakistan's criticism of cur military aid to India ( 18 ). 
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The Pakistan High Commissioner in London reported that some Pakistanis took 
the view that what was proposed was a mere "flea bite" ( 19 ) 3Jlc j 
Mr Bhutto, in his belated reply (dated 6 October) proposed staff'talks between 
representatives of Pakistan and the UK to "see what our requirements are and 
how your offer fits into those requirements" ( 20 ). However, a month 

later, the Pakistan Foreign Secretary, Kr Aziz Ahmed, said that the Pakistan 
Government no longer wished nor intended to proceed with the proposed Anglo— 
Fakistan staff talks. "Instead they wished first to see what we did about 
continuation of British arms aid for India" ( 21 ). 

American Policy 

16 . In October 1962 the US Government, responding to the Indian Government's 
request for help to counter the Chinese, flew out to India substantial arms and 
ammunition. On 14 November notes exchanged by Hr Talbot (Assistant Secretary of 
State) and Mr B K Nehru (then Indian Ambassador in Washington) provided US aid 
for the purpose of defence against the'butright Chinese aggression". At the 
meeting in Nassau, in December 1962 , the Americans agreed to give India 
$60 million to strenghen Indian defences against the Chinese. 

17» During 1963 the Americans held discussions with the Indians on their 
rearmament plans, and,at the Birch Grove meeting in June when the British and 
Americans expressed their readiness to continue to assist India to strenghen her 
defence against the threat of renewed Chinese attack, to have joinc air training 
exercises and to give further military aid for these purposes, the Americans 
proposed a $50-80 million programme of military aid for India for the fiscal 
year ending 30 June 1964 (22). 
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18 . To allay Pakistan anxiety about western defence aid to India, the 
Americans, in an Aide Keaoire to President Ay\ib (dated 5 November 

1962 ), declared that:- 

’’The Government of the USA reaffirms its previous assurances to the 
Government of Pakistan that it will come to Eakistans assistance in 
the event of aggression from India against Pakistan" ( 23 ). 

However, in 1963» Indo-Pakistan relations were at a nadir after 6 rounds of 
abortive talks (primarily on Kashmir) and the Pakistanis maintained that the 
price of better Pakistan/American relations was the discontinuance of American 
aid to India. By October there was talk within the American Congress of a 
25# cut in the aid programme for both India and Pakistan unless progress v;as 
made over Kashmir (24). 

* 

1 9- By the time General Taylor visited India and Pakistan ir December 

1963, the Americans had decided not only to reassure the Indians of continued 
US support against the Chinese threat but to indicate to them that they were 
considering offering a five year military aid programme in connection with 
the Indian five year defence plan. The nature of this aid was to depend on the 
outcome of a review which the Americans suggested the Indians might carry out 
on the procurement and distribution of their resou? ces between defence and 
development. It was contingent upon limitation on military acquisitions 
from communist countries and a policy of restraint vis-a-vis Pakistan, and also 
on complete frankness by the Indians about expenditure on. defence 
items and about relations with China. The Americans premised a further $50 million 
military aid to India for the fiscal year 1964-65 (25). When the Indian 

Defence Minister, Mr Chavan, visited Washington in May 1964 the Americans did 
not make the expected offer of supersonic fighters (for the Indians appeared 
bent on pursuing the Soviet MiG programme), fir Chavan agreed that, in return 
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lor the promised US assistance, the Indians would restrict total expenditure on 

cf $10500 million 

defence to a ceiling /£3,750 million) (for the 1964-69 Defence Plan) and would 

decrease the total value of foreign exchange expenditure on foreign defence 

$ 1909.6 million to $1430.8 million (ie from 
equipment acquisitions from all sources from/£682 million to £511 millionJ A 

month later the Americans announced their decision to grant over the next 5 

years $500 million to India (at an annual rate of $50 million in grant aid and 

$50 million in defence credits - on 10 year terms at 33 b interest) ( 26 ). 

20 . The Americans in Delhi argued (in October 1964) that the Indian 

Navy ought to qualify for US military aid (27). The State Department, however, 

maintained that the provision of naval aid (particularly in the submari" field) 
went beyond the criteria of relevance to the Chinese threat, which had been laid 
down for military aid to India ( 28 ). 

1965 - 1966 : Indo-Pakistan tensions break out into war 

British Policy 

21. Early in 1965 the Commonwealth Relations Office, in the interest of long¬ 
term political strategy proposed to offer to finance the coiistruction in India 
of an Oberon submarine, on 10-year credit terms, on the explicit understanding 
that the Indians would not thereafter obtain submarines .or frigates from the 
Soviet Government. The CF.O proposed that a similar offer, together with the 
provision of certain radar and electronic equipment to the value of £1 million 
should be made to Pakistan. These recommendations were turned down at the 
Cabinet meeting on 2? April 1965 . 

22. However, in response to an Indian request for help with the purchase of 
40 Hunter fighters, the Indians were told (in April 1965 ) that. HMG would 
provide 4 under the 1964 programme of grant aid and would give sympathetic 
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consideration to the possibility of providing a special defence credit for 
the purchase of 26 fet a total cost of £2.7 million) on the same terms as the 
Leander credit. On the strength of this the Indians contracted with Hawkers 
for the 26 aircraft and for a further 10 to be purchased on commercial terms 
(29). 

235. When the clashes in Kashmir escalated to full scale war between India 
and Pakistan in September 1965 HMG took immediate steps not only to suspend 
our military aid programme and our deliveries from government stocks but also 
to restrict the flow of military equipment sold to India and Pakistan, on 
commercial terms from British suppliers. We also informed the Indians that 
provision of credit for the Hunters would have to be considered in the context 
of our military aid commitments as a whole. From 6 to 22 September 1965 
no new export licences for military equipment (covered by 'Group 1* of the 
Export of Groups (Control) Order, 1969 ) were issued to India or Pakistan 
(though existing export licences for Group I items were not revoked). On 
9 September all military aid was suspended - do approximately £10.7 million 
which remained undelivered out of the total of £32 million pledged to India 
since 1962. (HMG had given no military aid to Paled stan - except military 
training courses costing approximately £75,000 pe; year). The £4.7 million 
special defence credit for the Mazagon Dockyard and the Leander Frigate Project 
was not effected by the suspension of military aid. On 15 September HMG 
announced that aircraft and aircraft spares v/ere to be brought within the scope 
of Group I of the export licensing controls (this decision was unrelated to the 
Indo-Pakdstan conflict'- but when licensing control was extended on 28 September 
to cover spare parts for aircraft and aircraft engines it brought serious unwelcome 
consequences for the production in India of Gnat fighters in a major Indo- 
British joint defence project at Bangalore) ( 30 ). . On 16 September 


/military 


ShCiiST 



SECRET 



military training courses in the UK were suspended for Indians and Pakistanis 
(it was decided to resume them on 27 October) (.31). 


24. On 5 November the Cabinet met and decided to enforce a selective arms 
embargo: HMG henceforth would release Government stocks and would issue 

expert licences to permit the commercial sale of military equipment for all 
items except 

a) weapons (other than sporting weapons) and their spare parts; 

b) ammunition, bombs, mines and their components; 

c) armoured fighting vehicles and their spare parts; 

d) combat military aircraft and militarily significant parts for such 

aircraft. 

The Government of India was informed of this on 30 November and the Pakistan 
Government on 3 December 1965* Both Governments v/ere informed that the selective 
arms ban wa intended to stop the shipment of all items which could be turned to 
immediate military use and could upset the military balance on the sub-continent 
in the short term. These criteria applied also to purchases for joint production 
projects, including Gnat components (32). ■ They were also told that HMG 

would reconsider these restrictions when both India and Pakistan had complied 
with paragraph 1 of the Security Council's resolution of 20 September 1965 about 
withdrawal of forces (33). 

25. On 16 March 1966, HMG informed the Government of India and Government of 
Pakistan that, following the completion of the withdrawal of their forces on 
25 February, to the positions held by them before 5 August 1965» restrictions on 
the releases from UK Government stocks and on the sale of military supplies 
would be removed. After both governments were notified,the following statement 
was released to the press 
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Since the outbreak of fighting between India and Pakistan in September 
1965, a small number of applications for licences for the export of arms 
to these two countries has been held in suspense. Now that the armed 
personnel of the 2 sides have withdrawn to the positions held by them 
before 3 August 1963 Her Majesty's Government have decided to return to 
their normal practice in regard to the export of arms to these 2 
countries" 

Normal practice' was defined as "allowing the sale of military equipment to the 
Indian and Pakistan authorities" (34). 

26 . In July Ministers decided that outstanding deliveries under our aid 
programme would remain in suspense (although, in accordance with our general, 
policy on purchases, the Indians were free to buy any of these items - on the 
under standing than if the aid programme were to be resumed they would get nc 
refund in respect of such items). Funds set aside from the military programme 
for military training courses and military technical assistance would continue 
to be available for these purposes. Ministers also decided that no special 
defence credit could be provided for the purchase of the Hunter aircraft (it 
would remain a commercial deal between the Government of India and Hawkers), 
but that we would honour the existing Leander credit of £4.7 million (although 
we could, not see our way to making further credits available after the ' 
completion of the first phase) ( 35 ). 

American Policy 

27. Early in 1965 the Americans offered the Government of India military aid worth 
&30 million and S30 million credit for military purchases for the fiscal year 
1963-66. A total of 592 million worth of military equipment had actually been 
provided on a grant basis to Indio by the US G. vernment between October 1962 and 
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September 1965 although 3210 million worth iiad been offered (36). 

Between 193^ and 1965 the US had provided Pakistan with $672 million worth of 
military equipment on a grant basis. 

28 . Following the outbreak of hostilities between India and Pakistan the 

US Government, on 8 September 196.3* imposed a total ban on all forms of arms 
supplies to both countries: ie on military aid and on commercial sales of items 
on the munitions control list. No export licences were given for military 
material (non lethal as well as lethal) and licences which had been granted 
were revolted ( 37 ). 

29. In February 19 66 Vice President Humphrey informed the Indian and Pakistan 
Governments that the embargo was to be modified, allowing, on a case by case 
basis, some commercial sales of "non-lethal equipment”. This was defined as 

a) Unarmed aircraft for observation, transport or training; 

b) Vehicles, trucks, trailers; 

c) radar, signals equipment, communications equipment; 

d) Engineers'and medical equipment. 

supply of 

However, it was announced that/lethal weapons from the US to India and. Pakistan 
by waj of grant aid, credit or sale would remain suspended indefinitely. 

1967-1970: The Early Years of Mrs Gandhi's Rule 

British Policy 

30. Following the new arms policy announced by the Americans in April 1967 HM3 
re-examined their policy on the supply of arms to India and Pakistan and 
confirmed the position reestablished in March 1966 : ie that HUG should continue 

their "traditional policy of supplying arms on commercial terms" to any Commonwealth 
country wishing to acquire them ( 38 ). In fact "there is a careful 
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scrutiny of all arms sales to India and Pakistan, involving political clear¬ 
ance for all sales of strategic importance in the interests of stability in 
the area" (39) but this was not announced, and so remained 

confidential. 


31. In April 1968 (while reconfirming the existing policy to sell arms to 
both India and Pakistan on a strictly commercial basis) the Commonwealth 
Office wrote down a list of guidelines which had been adopted in the past 

and would in future be the criteria used for consideration by the Commonwealth 
Office of any specific sale of arras. These were: 

"1) The need for export orders; 

2) The need not to encourage an arms race in the subcontinent; 

3) The need to avcid, if possible, so significant an imbalance 
in sales to one country, or another as tc cause serious political 
trouble with the other; 

4) The general need to keep reasonably in line with US policy; 

3) The need, as an aid donor, not to encourage excessive expenditure 

on arms purchases." 

(40). 

Earlier in 1968 both in London and in Delhi there had been suggestions that 
HMG should not be seen to be actively promoting the sale of arras to India and 
Pakistan. This too became a guiding principle (41). 

32. A brief written for the visit of the Prime Minister to Indio in January 

1971 defined the objectives of British policy, in 

permitting sales of military equipment to India and Pakistan as being: 

"to maintain the traditional links between the armed forces 01 both 
countries and those of the UK, and to restrain the tendency for both 
countries to obtain arms from the Soviet Union or China....Our restrictions 
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on commercial credit and military aid are imposed as much for the benefit 
of India and Pakistan as of the UK" (42). 

33* The total value of UK defence equipment exported to India 1 967-1970 was 
£27 million (major sales to India included Leander frigate equipment, 4 Sea 
King helicopters, 47 Hunters, 13 Canberras, 4l Vickers tanks, Vijayanta tank 
components, /k Abhort self-propelled guns, and 56 Seacat Missiles). Sales to 
Pakistan (1966 to April '971) amounted to only £4 million and consisted 
primarily of radar, ground control equipment and ammunition. 

i4. In April 1968 it had also been agreed that HKG should continue to keep in touch 
with the Americans over arms sales to the extent of keeping them informed of 
broad policy developments, but that in cases where there was likely to be 
commercial competition we should be more cautious and reticent in revealing 
information on particular prospective sales than we had been previously ( 43 ). 

BMG had had difficulties with the US Government over- the sale of Hunters in 
1967 . Tire Government of India had informed HKG in January 1967 that they 
wanted to purchase, on a commercial basis, the 12 Hunters (for which in 1965 
they had wanted a £2.7 million special defence credit from Hf-SG). Because these 
Hunters had been partly US-funded, HMG had had to seek American permission to sell 
them*. It was not until 3 July 1967 that the US Government approved the sale of the 
Hunters, after a penetrating examination of Indian defence objectives and the 
understanding that they were replacements and not additions to the Indian Air 
Force (44). HMG suffered greater embarrassment over the sale of Canberras. 


* (under the terms of the 1950 Mutual Defence Assistance Agreement, which set 
up the Mutual Defence Programme, and the 1957 Exchange of Notes concerning 
the disposal of surplus Mutual Defence Programme equipment). 
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the Foreign and Commonwealth Office 

.On 31 July '1969 the / wrote to the US Embassy asking for their approval of 
a sale to the Indians. A reply dated '9 August said that the State Department 
could not give a decision until the completion of a review of US policy of 
the supply of military equipment in South Asia. There was no indication that 
their answer would be negative, and the British Aircraft Corporation signed 
a contract with the Indians on 3 November 1969 and started work on refurbishing 
the Canberras. On January 197C the US declined to approve the sale of the 
MDAP - funded Canberras, and it was not until 14 July 1970, after considerable 
high level representation, that they finally gave their approval (43). 

American I'cllcy 

* the UK 

35* On 7 April '196? the Americans presented / with an Aide Meraoire concei'ning 

their new policy on the supply of military equipment to India and Pakistan (see 

Annex 4). The main elements in this policy were: 

"1) . Military assistance by way of grants or aid was finished: the 

only exception would be a very limited expenditure on military training 

for Indians and Pakistanis in the US. The American Military Aid 

Military 

Advisory Group in Pakistan (KAAG) and the US^Supply Mission in India 
(USMSMI) would be phased out. 

2) The Americans would take steps to prevent the sale by third countries 
to India and Pakistan of military equipment which 

a) includes US technology and components or 

b) was produced in the US, or 

c) was co-produced in the US, except where the US had determined 
that such sales contributed to arms limitation or reduced defence 
expenditures. 

(This clause caused difficulties to KMG over the sale of Hunters and 
Canberras, see paragraph 3*’) 
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3) The US would consider on a case by case basis requests for spare 
parts or replacements for lethal equipment already supplied. 

4) The US would be prepared to supply non-lethal equipment on a credit 
basis, and to disperse the remaining credit sale funds for the financial 
year of 1967 (for example, the $1? million which had been allocated on 
concessionary terms to India for the Star Sapphire Communications System).” 

On 17 April the Americans told us that the US Government hoped that KMG would also 
work towards a policy on arms supply as restrictive as their own (46). 

Their new policy led them to adopt the deliberate aim of seeking to persuade 
both India and Pakistan to reduce defence expenditure (47). 

36 . Towards the end of 1967 there- was heated discussion in America on the Foreign 
Assistance Authorisation bill and on the Foreign Assistance Appropriations bill. 
This resulted from the provisions to limit arms credit sales, and to wind up the 
Department of Defence's Devolving fund, which meant that projects (previously 
financed under this fund) would now have to be approved specifically by Congress 
and so be subjected to political scrutiny. In the course of the debate 
Senator Symington had proposed that 

"in furnishing development assistance the President shall take into account 

1) The percentage of the recipient or purchasing country's budget 
which is devoted to military purchases and 

2) The degree to which the recipient or purchasing country is using 
its foreign exchange resources to acquire military equipment. 

When the President finds that development assistance.is being diverted 

to military expenditures, or a recipient or purchasing country is diverting 
its own resources to unnecessary military expenditures, to a degree which 
materially interferes with its development, the President shall terminate 
such assistance and sales.". 
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Mr'Conte, in the House of Representatives, had proposed that 

"a. .....none of the funds contained in the military assistance credit 

sales revolving fund shall be used to finance directly or indirectly the 
purchase or acquisition of sophisticated weapons systems, such as missile 
systems and jet aircraft for military purposes by or for any under¬ 
developed country..... 

b. The President is directed to withhold economic assistance in an 
amount equivalent to the amount spent by any under-developed country for 

the purchase of sophisticated weapons systems." 

One of the results of these proposed amendments was that Kr Rusk undertook that 
the Administration would review all pertinent programmes and the US Government 
embarked on another review of their policy on the supply of military equipment 
to India and Pakistan (48). 


3?. American political opinion not only on aid but also on defence sales was 
becoming more critical. Early in 1970 Senator Mansfield proposed the following 
amendment to the Foreign Military Sales Act:- 

"In considering a request for approval of any transfer of a defence article 
to another country the President shall not give his consent unless the US 
would itself transfer the defence article under consideration to that 
country" (49). 

This was one of the factors which caused the US Government to delay giving their 
approval to the sale of Canberras (see paragraph 34). 


38 . In a report dated 6 November 1969 the Foreign Affairs Committee had written 
"The Committee is of the opinion that US policy not to provide 'lethal 
material' to India and Pakistan has not worked as we load hoped, that it has 
caused those two countries to turn to the Communist world to obtain what 
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they consider to be their legitimate defence needs and that this policy 
should be reviewed. It may very well be in the national interest to 
consider selective shipments of military weapons and equipment to both 
countries” ( 50 ). 

39. The policy, laid down in April 196?, was further reviewed and, in 
October 1970, the US Government decided to make a 'one time exception' in 
favour of Fakistan. The following items, intended for replacement of exist¬ 
ing equipment, and requested by Pakistan, would be transferred on a cash basis: 

” 1 ) Some F104s to fill out the existing Pakistan Squadron: 

2) Some B57s; 

3) A limited number of maritime patrol aircraft; 

4) Some armoured personnel carriers.” 

It was hoped that this would prevent the Pakistanis becoming entirely dependent 
on the Soviet Union and China and would maintain the general westward orientation 
of Pakistan (51)* 

1971: The Bangladesh Crisis 

British Policy 

40. Following the Pakistan army action in March 1971 the Secretary of State -for 
Foreign and Commonwealth Affairs (Sir Alec Douglas— Home) made a statement in 
Parliament (on 29 March) 

"As regards arms, no new contracts have been entered into with Pakistan 
for a good many months now. I shall review this question, but I think that 
nothing imminent-arises” ( 52 )* 

In view of this statement the FCG asked the Ministry of Defence 

to be kept informed of all developments affecting arme 
Gales to Pakistan because new commitments to supply arms v/ould have to be 

/considered 
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considered with great care and might require decisions by the Foreign Secretary 

( 5 . 3 )* 


41. On 8 April the Foreign Secretary was consulted and agreed to the shipment 

to Pakistan of Mortar cartridges, fuses and chemicals (used for the manufacture 
of ammunition) (54), • having decided that "military equipment and 

supplies which are not by themselves lethal...may be delivered against existing 
orders". The Foreign Secretary said that he did not want to lay down a rigid 
distinction between lethal and non-lethal weapons at this time. Any requests 
for arms from the Pakistan Government would be considered as they arose in the 
light of the.- circumstances at the time (55). On 26 April, in answer 

to a Parliamentary Question on the review of arms contracts with Pakistan, 

Sir Alec said:— 

"X have reviewed the position, which is as I informed the House on 29 March 
No ars i, contracts have been signed with Pakistan since 196? with the exception 
of one fer refitting a naval vessel and another for radar equipment. There 

is none in prospect.I shall keep the matter under review, but I see no 

reason to alter HMG's policy now " ( 56 ). 

42. The Pakistanis continued to make enquiries and to place orders for military 
equipment (which were submitted by the Ministry of Defence and the Ministry of 
Aviation Supply for review by the Foreign and Commonwealth Office). The Foreign 
Secretary on 24 May minuted 

"’.Ve should sell the non-lethal weapons keeping the interpretations fairly 
broad. For the rest we must cay that until the economic situation is 
clearer we cannot take extensive or expensive orders". 

He thereon agreed to 

a. The sale of spores for three inch mortars, certain chemicals for the 
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Pakistan Ordinance Factory, detonators, charges, and Over Pressure 
Cartridges* 


b. The demonstration or supply of 4.5 inch naval gun barrels, fuses for 
grenades, and anti-tank bar mines; 

c. The exchange posting of a RoyalAir Force flying instructor in West 
Pakistan". 

However, the Ministry of Defence were asked to inform the British Aircraft 
Corporation and Vickers that HMG could not encourage their sales promotional 
activity of Rapier Missiles nor Abbot guns in view of the evidence now available 
of tiie grave economic crisis impending in Pakistan. It was suggested that 
Vickers should inform the Pakistanis that they had no Abbot Guns available in 
the hope that this would avoid the need to indicate to the Pakistanis that we 
did not wish to supply them (57)» la July the Foreign Secretary further 

agreed to the sale to Pakistan, on cash terms only, and without publicity, cf 
medium girder bridges and of design drawings of Landing Craft Tanks (Lixs). He 


us to 

agreed not to commit/the export of artillery command post vehicles (and it was 
suggested that the Pakistanis be informed that the IV432 was out of production 
and that delivery tines for the FV610 would be long, in the hope that this would 
discourage Pakistan's interest) (5&). 


43. Xn replying to a question in the House of Lords from Lord Brockway on 

1971 , 

12 July/ after (correctly) confirming that there was no ban on arms sales, 

Lord Carrington went on to say (incorrectly), in answer to a supplementary question, 
"...no new contracts for arms supplies to Pakistan have been signed..*there 
are no contracts for arms between this country and Pakistan..." (59)» 

In f;.ct the value of military supplies authorised to Pakistan since 25 March had 
been £323,435 ( 60 ). 
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44. In August Ministers agreed that 

”We continue for the present to supply non-lethal equipment to Pakistan 
but that for new orders our definition of non-lcthal equipment should be 
restricted to exclude components for lethal weapons and ammunition". 

The supply of aircraft bomb pistols and propellant for rifle grenades was 
therefore declined (6l). However it was agreed to supply five sets of dome 
anti-aircraft gunnery training equipment, costing £123,918 (52). 

45. In the light of this more restrictive policy Lord Carrington agreed in 
November to step deliveries of components for lethal weapons, orders for the 
approval of which had been given in April and May ( 63 ). It became clear to 
the Pakistanis that HMG had adopted a policy of restricting the sale of arms 
to Pakistan. Unfortunately, their impression was confirmed by a letter which 
was issued on 2 ? October 1971 from the Ministry of Defence to the Pakistan 
High Commission which said: "I regret to tell you that a temporary embargo has 
been put on the supply of warlike supplies to Pakistan by our Foreign and 
Commonwealtn Oflice". No letter in these terms had been approved by the FCO. 

46. Since the '963 Indo—Pakistan war, and acknowledging the possibility of 
further conflict, HMG had declined to give guarantees as to the availability of 
spare parts and support services for military equipment sold by British manu¬ 
facturers. On 9 March '971 it had been agreed however, that in order to win 
the contract to modernise India's air defence radar system Marconi should be 
given the following assurance 

"Circumstances are most unlikely to arise in which HMG would wish to inter¬ 
fere with the fulfilment of commitments to the Government of India for the 
supply and support of equipment of this nature" (64). 

HMG continued to supply arms on a commercial basis to India, without adopting 
the restrictive policies which, cince March 1971, HMG had imposed on the sales 

/to 
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**9« The US continued to receive requests for military equipment from Pakistan 
and \mtil July, the Pakistan Supply Mission in Washington had been signing letters 
of offer issued by the Department of Defence for $9 million worth of 
additional quantities of military equipment. However as an export licence was 
required and, as under the terms of 25 March cut-off none would be granted, 
none of these new contracts would result in the actual shipment of military 
equipment to Pakistan. There was however $5.8 million worth of military 
equipment approved 
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for shipment to Pakistan because licences were valid before the 25 March 
cut-off, and an additional $ 2.3 million of previously licenced military equip¬ 
ment was still in the pipeline either en route or awaiting shipment ( 68 ). 

On 8 November the State Department made a statement about US shipments to 
Pakistan. The press reported that licences worth $ 3.6 million had been 
revoked in October after consultation with the Pakistanis. The reports went 
on to say that US $5 million equipment had been supplied to Pakistan since 
25 March ( 69 ). 

/ 

50. On 1 December the US suspended the licensing of arms shipments to India 

although lethal type weapons had not been supplied to India since 1965 . The 

ban halted the supply of items such as jeeps, trucks, unarmed helicopters, 

communications equipment and spares for transport aircraft. Items for which 

at 

licences had already been issued (valued/approximately 311.5 million) would be 

allowed to proceed (although a close watch v/ould be kept on the pipeline). This 

equipment 

did not include communication^! equipment to manufacture ammunitioned). 

1972-1976: Progress towards Normalisation" 

British Policy 

51* Pakistan continued to show interest in purchasing not only minor but also 
major arms from the UK ( 71 ). On 18 May 1972 it was agreed that as there was no 
ban on the sale of arms to Pakistan there should be no political objection to 
the supply of illuminating shells, aircraft bomb detonators, explosives and 
Primers Percussion (ie minor weapons). The Pakistan Ambassador was told this 
on 25 May (72). As regards the sale of major arms the Secretary of State 
minuted on 28 May:- "We should and can stall and say that v/e want to see the¬ 
re suD t ol‘ the India-Pakistan talks before we deal with new orders" (73) • In August 

South Asian Department 

1972 HMG's policy on arms soles to Pakistan was reviewed, A submission by / recommended 










"that we should continue to supply to the Pakistanis a reasonable quantity 
of arms* so far as possible confined to those of a defensive nature. But 
we should continue to refuse major new orders, and each and every new 
order should be examined in terms of our general interest." 

The Secretary of State minuted (on 3 August 1972):- 

"We should not depart significantly from our present policy yet and 
justify the comparative standstill on the grounds that the Simla talks are 
the most important consideration. Thereafter I agree...that it isn't 
fair to raise hopes. We should take a line that defensive arms are all 
right and stick to it." 

Consequently, we refused to sell Scorpion light tanks (because the sale might 
have damaged o \\r relations with India), Oberon submarines (because it was con¬ 
sidered that supply would have significantly altered Pakistan's naval strength 
viz-a-viz India) and Abbot self-propelled gens. It was decided net to be too 
specific about che reasons for decisions on sales, but to say that "as explained 
in...Parliament on 13 December 1971, requests for military equipment from either 
India or Pakistan are examined individually on their merits..." (75)• 

When Mr Bhutto (then President of Pakistan) met the Prime Minister, Sir Alec 
Douglas-Home,on 24 July 1973 the latter was able to point out that not only was 
Pakistan obtaining considerable quantities of arms from the UK but that "the 
value of the military equipment that we have agreed to supply to Pakistan since 
the beginning of 1972 is greater than the value of military equipment which we 
have agreed to supply to India in the same period" ( 76 ). 

52. There was a further review of HMG's policy on defence sales to Pakistan 
following the Indian nuclear explosion (in May 1974). It was recommended by South 


/Asian Department 




Asian Department that we eased our objections to the supply of major items 
of defence equipment to Pakistan (hitherto refused on the grounds of Indian 
considerations) but that only cash sales * would be considered (because of 
our own economic difficulties) (80). Consequently in September 1974 approval 
was given for the sale to Pakistan of the 105 mm light gun and the Abbot self- 
propelled gun, the Fox and Vixen combat vehicles and the HS 1182 Hawk aircraft /* 
It was further decided that to manufacturers looking for business in Pakistan 
n We should not particularly encourage them but on the other hand they should 
not be dissuaded" (82)* The new core flexible policy on defence sales to 
Pakistan, set out in an PCG letter dated 11 September 1974,is given in Annex V* 

In 1975 our High Commissioner in Islamabad suggested that HMG's "no-encourage- 
ment" arms sales policy was commercially ineffective and politically damaging 
but (m essence) it was upheld ( 83 )* The sale of Blowpipe, by Shorts, to 
Pakistan was allowed (in August 1975) on the condition that the Pakistan 
Government gave an undertaking not to sell it to any third party and that the 
weapon would be closely safeguarded (64). 


* The Minister of State, Mr Ennals, doubted if it was wise to impose on 

Pakistan a general obligation to pay cash for defence equipment (77) but he 
accepted the general policy of credit restraints ( 78 ). These are that 
defence sales to all countries are made on ordinary commercial terms and it 
is unusual to give credit beyond these terms. Ordinary commercial terms for 
Pakistan allowed only short term credit (ie 6 months) against confirmed 
letters cl" credit for, according to the Treasury, Pakistan had defaulted on 
some private debts, her economy was v.-eak, and she was a bad risk and not 
credit worthy ( 79 )* 

^ It is interesting to note that,while agreeing to the recommendations to sell 
the above-mentioned items of defence equipment to Pakistan,Mr Male minuted 
(on 4 September 1974) "I think it important that we shou3d not allow our 
judgement to be over-balanced by considerations of the military balance 
between Pakistan and India, still less to work for an equipoise which in 
practice v/e could not bring about.... To safeguard our position with India 
I believe that: 

(i) we should be prepared to do the same for India, if India were 
interested; and that 

* • 

(ii) our credit policy towards Pakistan for eventual military sales 
should be no more liberal than towards India" ( 8 l). 
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53* In December 1975 the Pakistanis presented HMG (and the US Government) with 
a list of their estimated requirements for defence purchases in the next two 
years. They assured us that they would not require credit and that cash would 
be available for payment on delivery. Believing that it was no longer approp¬ 
riate that arms sales to Pakistan should be largely determined by assessments 
of Indian reactions (and equally vice versa) it was agreed:- 

a. in principle to sell to Pakistan Papier anti-aircraft missiles, and 
further Sea King helicopters, cluster bombs and frigates; 

b. in principle to sell Martel air - to - surface missiles (but 

to ensure that the timing of the placing or announcement of any order 
would not jeopardise the sales prospects for Jaguar in India); and 

c. to inform the Pakistan Government that the order book for Chieftain 

was 

tanks / full for the next three or four years and it therefore fell 
outside the delivery time (maximum cf two years) which they 
specified when they handed over their list of requirements (I 5 ). 

By August 1976, South AsianDepartment had decided that the 1974 policy on arms 
sales to Pakistan was outdated end wrote :- 

"We see no reason why you should not give every encouragement to those 
British arms manufacturers interested in the Pakistan arms market while 

warning them.every application would be treated on its merits" (86). 

Mr O'Neillin his letter dated 17 September 1976 wrote :- 

"....in every case we give our advice on the political aspects of a sale in 

terms of British interests.I cannot think of any piece of equipment I 

would now want to raise political objections to for Pakistan except a 
weapon that could have no reasonable purpose other than that of deliberate 
aggrecsion." 

This, the current MCO policy on sales of defence equipment to Pakistan, forms 
Annex 6. 

. 
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,H. Before the Bangladesh crisis the Pakistanis had expressed an interest in 
buying frigates. * In November 1972 it had been agreed that we should tell the 
Pakistanis that "we regret that we are unable to supply Whitby class frigates 
ac tne present time...and we cannot give any commitment now as to what a 
future decision would be likely to be, since such a decision would depend on 
the crisis pi'evailing at the time" (t>7). However, in February '973 the Secretary 
of State decided that we should inform the Pakistanis that during the next three 
months we vouid not dispose of two of the frigates which they wished to buy and 
that, if the situation in the sub-continent had eased then, v/e would be ready 
to sell the two ships ( 89 ). On 6 June 1973 the Secretary of State agreed to the 
sale (SO). [On 2 Kay 1974, it was agreed that HKG should offer Pakistan a third 
Whitby frigate, HhS Whitby, but no blanket clearance for future sales of ex-Rcyd 
Navy ships was given] ( 91 ). 

33* On 17 September 1973 the Pakistan Foreign Secretary asked if v/e would be 
prepared to offer credit for the purchase of the two frigates because of financial 
difficulties resulting from the (summer) flood disaster. In December 1975 it 
was agreed that (in these exceptional circumstances) credit / would be offered 
for the purchase of the hulls of two frigates (Tenby and Scarborough) but that ro 
export credit could be made available to cover the cost of refitting them 
(estimated at between £10-£20 million) (92). In an Aide Mcmoire, dated 


What is more, the Foreign Secretary (in a minute dated 22 January 1971 ) 
had recommended that the Chancellor agreed to offer export credit cover 
for.the sole. (The Treasury had not seen any justification for agreeing 
to it) ( 88 ). 

/ The terms of payment offered were: 

2 C ? of the total purchase price of £ 2 , 010,000 payable upon the contract 

30 )^ of the price payable after 12 months from the contract date 

30 % of the price payable after 24 months from the contract date 

30 & of the price payable after 36 months from the contract date 


/3 November 
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5 November 1974 the Pakistanis asked (unsuccessfully) if the Royal Dockyards 
would refit the frigates (for, as a result of inflation, 

commercial shipyards were asking for non-fixed priced contracts). In January 
1979 Export Credits Guarantee Department (ECGD)* cover was sought for the 
refits and in March 1975 it was offered "....provided that all payments under 
the contract are made from an irrevocable letter of credit, confirmed in the 
UK before commencement of any work and valid for the whole contract period" 

(93). 


56 . However, by January 1976, the Pakistanis had lost interest in refitting 
the frigates and Admiral Sheriff told HMG on 14 May that they would be sold 
for scrap. On 7 July 1976 the Pakistan Embassy confirmed, in writing, the 
Pakistan Government decision to abandon plans for their refit and moderni¬ 
sation (94). The last instalment of payment for their hulls was due to be 
made on 1 February 197 ?. 


57- In 1972 the Indian Air Force had shown serious interest in Jaguar aircraft-/ 
Their initial requirement was for twenty-two aircraft (with spares) valued at 
£44 million, with a possible subsequent order of over a hundred (which would be 
progressively manufactured in India, from components supplied from the UK and 
France). Our High Commissioner in Delhi had reported that the Jaguar was in 
competition with the French Mirage FI and the Soviet MiG 25 and 25 (at a later 
stage the Swedish Viggen also appeared competitive). Mr Royle minuted on the 
High Commissioner's telegram "We must go all out to get the order" (95). On 
27 October 1972 the FCO agreed that there was no political objection to the supply 


* Sec Anno; VII for the Export Guarantees Act of 1968 and the Overseas Investment 
Export Guarantees Act of 1972. 

/ Produced jointly by the British Aircraft Corporation and Brcguet Aviation of 
France. 
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of Jr guar aircraft to India (96). The Chiefs of Staff and the Defence Secretary, 

•while approving that the British Aircraft Corporation should continue discussions 

with the Indian Government, set out conditions on the proposed sale to 

safeguard certain security aspects and the interests of the Royal Air Force (97). 

the 

The Indians expressed a preference for/Jaguar and indicated that they wanted 

Britain to become a major supplier for their next generation of conventional 

weapons. India did not have the cash and consequently wanted concessional 

credit terms. Throughout 1973 there was considerable discussion on low interest 

credit on extended terms for the Indians who were pressing for concessionary 

terns of around ?.^% over fifteen years for purchases of ships and aircraft, 

which would amount to large scale government aid (totalling about £1,200 million 

for all of India's requirements). On 11 January 1974 the Treasury decided that 

FCGD cover could not be approved for the sale to India of Jaguars (or Corvettes) 

the 

because of the gloomy forecasts of India's balance of payments in/wake of the 
oil price rise and on 13 February 1974 they refused to reverse this decision 
(98). 

meeting of the 

58. At a / Cabinets Defence and Overseas Policy Committee on 17 March 1974, 

the Prime Minister considered that foreign policy considerations were over - 

riding in respect of the sale of 5 Corvettes to India (worth about £32 million) 

and that Vesper Thornycroft Limited should be authorised to offer credit to a 

maximum of 80 1 / of the total value, at 7# interest rate, repayable over five 

years (or, to match a French offer, over eight years). Ministers approved this 

offer of credit on 28 March 1974 (99). The Indians expressed disappointment at 

these commercial terms. The Finance Secretary, Mr M G Kaul, said that the Government 

of India wanted special credit from the UK which contained an element of grant 

at 

or subsidy in it (100). However, the Minister of State/ the FCO had agreed on 
5 April 1974 that there were no overriding political grounds for granting 
concessionary terms to India for the purchase of defence equipment and that it 
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would be for the Ministry of Defence and the Department of Trade and Industry 
to justify soft credit terms on the basis, if such existed, that the resuit an 1 
sales to India would help sustain our armament industry and be of assistance 
to certain other key sectors of British Industry, 

59. Following the nuclear explosion on 18 May 197*+* the Indians re-iterated 
their interest in Jaguars and Corvettes and concessionary credit terms. The 
Indian Minister for Defence Production, (Mr Shukla) suggested a 'package' deal* 
which v;ould have been the effect of broadening cur existing partnership in 
the defence field (101). However, the assessment in Whitehall was that th-> 
explosion was probably only the first of a series which was mainly concerned 
with the development of a military nuclear capability. Guidance by the FCO was 
as follows:- 

the 

a. any commitment to supplv/Jaguar or the PB 199 engine should be avoided 

the 

(because/Jaguar could easily be converted to the role of a nuclear 
weapon carrier and the RB 199 engine would be the ideal power unit for 
any indigenous Indian delivery system). Therefore the Ministry of 
Defence should explain to the Indians the legitimate financial reasons 
which prevent us from offering the type of credit terms they wore 
seeking. 

should 

b. The sale of Corvettes/be permitted (on the basis of the usual political 
and economy considerations) ( 102 ). 

In talks v/ith the Indian Secretary of Defence (Mr Gcvina Narain) KM3 proposed to 
take the line that "we are studying the implications of the Indian nuclear 


* involving the purchase of Jaguars in conjunction with indigenous production 
of Jaguar components and 0 long-term collaboration with the British Aircraft 
Corporation; and the Corvette deal together with the construction of a civil 
port. 
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test...Ministers have as yet taken no decisions. While therefore wo could 
discuss details of credit financing, policy approval to the export cannot be 
assumed" ( 103 ). During his visit to London Mr Narain proposed on concession¬ 
ary credit terras, the purchase of about 90 Jaguar aircraft, the approximate 
value of which to British industry would be £180 million. Subsequently, the 
Permanent Under-Secretary of State in the MOD wrote (on 12 July 1974 ):- 

"I am afraid that I must confirm that the present economic climate (both 
in India and the UK) almost precludes consideration of major sales of 
this kind on other than commercial terms. We are, of course, prepared 
to put the proposition to Ministers, but they, understandably, have othe T * 
things on their minds at the moment, and...it may be some time before we can 
get an answer to you..." (104). 

The FCO tried to get credit cover for Corvettes extended from five to eight years 
(because, since the nuclear explosion, KMG had been turning down all other major 
defence sales to India) but the Treasury refused to accede (31 July .974) ( 105 ). 

In fact, in February 1975» the Treasury announced that the terms of the previous 
offer of credit for Corvettes could not be maintained and that "Commercial credit" 
must now be interpreted to mean 90# (not 80 #) of the value of the UK content 
( 106 ). 

60 . In May 1975 it became apparent that our total credit commitment to India 
was extremely small in comparison with France, Germany, Italy and the US. Our 
liability under Section 2 * was only £204,000 ( 107 ). The Treasury's Export 

* ECGD cover for arms — related sales under Section 2 requires Treasury authority 
where the risks are not commercially acceptable but are undertaken in the 
"national interest" following consultations in Whitehall - see Annex VII 
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Guarantee Committee met on 13 June 1975 and, although the Treasury maintained 
its view that there was no justification for encouraging India to spend her 
scarce foreign exchange resources on defence expenditure ana that India should 
rot be cultivated as a major defence or capital goods export market, it was 
agreed that ECGD approval should be given for Section 2 cover on $16.3 million 
v;orth 03 military equipment: Rolls Royce Viper engines, Plessey radio receivers 
and Hunting Engineering retarder tail units ( 108 ). 


6i. On 8 August 1974 the Secretary of State for Industry, Mr Benn, had suggested 

that the sale of Jaguars to India' would be of assistance to the UK aircraft 

of offering credit 

industry and asked if the question/cculd be reconsidered* The Secretary of 
Foreign and Commonwealth Affairs ‘ J 

State for / then Mr Callaghan, had agreed that this could be dene in the 

Defence and Overseas Policy Committee (109). The Committee had met on 28 January 

•975 and decided, in view of India's economic position, that credit should not be 

the 

offered for the sale of/Jaguars and that it should be explained tc th:. Indians 
chat tms decision was taken on economic grounds. Six months later, and again in 
response to a letter from the Secretary of State for Industry, (then Mr Varley) 
the Defence Secretary, Mr Mason, agreed to 

"re-examine the sales prospects for military aircraft and tc see whether 
any sensible modifications to our present political and fi.nci.cial policies 

could improve the chances of sales" overseas, to help the British aircraft 
industry. (110) 

However, it was not until November 1975 that Ministers finally approved an 
EooD credit of £33 million for the purchase of Jaguars on commercial terms*, 


then 


Commercial, terms, in the context of ECGD cover,/meant 30 %' irrevocable sterling 
payment with the order, and the balance over not more than five years from 
mean delivery, at an interest rate to be agreed (but not less than 7 ^). 
however, HMG would agree if necessary that the 3 % down payment would mean 10 # 
with the order, 10 # before delivery and 10 # on delivery with the balance of 
cover over five years from mean delivery ( 113 ). 


/provided 
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provided that the French Government would assume responsibility for the 

financing and insurance of both the pre-credit risk and the credit risk of 

the French content of such a contract .(HI). On 24 December 1975 the Prime 

Minister agreed that an approach should be made to the French Government to 

establish whether they would be prepared to bear their share of credit for an 

Indian order for Jaguars up to IV 96 O million to cover 24 aircraft (instead of 

Ft 800 million to cover the 20 aircraft to which French agreement had already 

been given). In February we told the Indians that Britain and France were 

prepared to agree to the sale on normal commercial credit terms of up to 24 

Jaguar's. The following month the Indians informed British Aircraft 

Corporation that they would like to consider proposals for collaboration in 

manufacture, under which the initial purchase of 20 aircraft would be followed 

by the progressive transfer of manufacture to India under licence. A total 

manufacturing run of up to 200 aircraft was mentioned. Nothing more was heard 

from the Indians until 2 British Jaguars crashed in September. Ihe Indians 

then let us know that an imminent submission to the Cabinet recommending 

negotiations with BAC had been held up while the implications of the crashes 

were considered. Early in October, material was passed to the Indians giving 

our interim judgement that the crashes were caused by pilot error rather than by 

was the 

mechanical failure. It/rumoured in December that/Jaguar had been raised at an Indian 
Cabinet meeting on 7 December and that Mrs Gandhi had decided in its favour. 

However, nothing more had been heard from the Indians by the end of the year 

( 112 ). 

62 . Since the beginning of 1976 BAC have been pursuing a possible contract 
to sell the BAC 1-11 (475 series) to the Indian Airlines Corporation, the 
national airline responsible for the internal air services. BAC were invited 
by IAC to submit technical and commercial proposals for the supply of BAC 1-1 Is 
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for delivery in the years 1977 to 1930. They made a demonstration tour 

that 

of the Inaiar airfields,and so showed/ the aircraft was capable of copir.g 

on it. to the BAC 1-11 

technically with the demands/ Direct competition/is provided mainly by the 
Dutch VWF - Fokker F28 and the Boeing 737-200. The Department of Industry, 
in a letter dated 20 February 1976, gave compelling reasons to reconsider 
the position on ECGD cover in support of the BAC 1-11 aircraft*. 

In consequence, approval was given on 1 April 1976 for ECGD cover for 10 
BAC 1-1Is for India (valued at approximately £47 million) if BAC won the 
contract, at a rate of 6% payment on order, 6% on delivery, and 88% over 
10 years at. 8$ interest-rate. Because of cost elevation ECGD's offer would 
only apply to a contract signed before 30 September 1976 (114). On 

19 November 1976 ECGD and the Department of Trade produced l paper (on Credit 
Mixte) proposing acceptance of the .principle that aid may in rertain circum¬ 
stances be associated with commercial credit. Subsequently m offer was 
made to the Indians of an additional £9 million worth of mai: tenance aid if 
IAC bought BAC 1-1 Is (115). 

63. Stimulated by the Prime Minister's son Sanjay Gandhi, the Indians asked 

us for guided weapons and their technology. On 10 May 1976 it was agreed that 
might 

Swingfire / be offered for sale and local manufacture; Optical Rapier might 
be offered for sale and local manufacture and that the Blindfire. Rapier might be 
offered for sale provided deliveries took place no sooner than 1983, but, at 
present, local manufacture could not be contemplated. BAC and Hawker Siddeley 
Dynamics Limited sent a joint team to India in August to negotiate collaboration 
in the development and manufacture of a number of guided weapons (116). 

* It was pointed out that at the time when cur capital aid allocation to India 
during the current financial year was £100 million and would be increased by 
the end of the decade to £200-250 million it was incomprehensible that limits 
should be set on ordinary commercial credit cover to the exclusion of British 
involvement in a project as important as the re-equipment of a domestic 
airline. 










US Policy 

6h. On V) March 1973 a State Department spokesman announced that the US 
Government would now revert to the policy for arras sales to Pakistan and 
India which they followed between 196? and the imposition of the total 
embargo in December 1971 , ie they would be prepared to sell non-lethal 
military equipment to both countries and they would also sell spare parts 
for lethal equipment previously supplied by the US. At. the same time the 
spokesman announced that the US Government would release $ 1.1 million worth 
of spare parts (including reconditioned aircraft engines and parachutes) 
already purchased by Pakistan but held up in the pipeline by the embargo, 
and 300 armoured personnel carriers promised to Pakistan under the 1970 
"one-time exception" for which the Pakistan Government had made a down 
paycent before the imposition of the embargo ( 117 ). later in the month, 

Mr Stone, in the US Embassy, said in a conversation to Mr Male that the 
US Government was to impose a total embargo on supplies of further lethal 
weapons to the Sub-continent (11 8 ); however, his colleague Mr Grant Smith 
said, on 25 April, that although America did not intend to become a major 
supplier of arms to the Sub-continent this did not amount to a commitment by 
the US Government not to supply any lethal weapons to the Sub-continent ( 119 ). 

<2?. On 2k February '<975 the US ended its embargo on the export of (lethal) 
military equipment to India and Pakistan and put into effect a policy under 
which the Americans would consider requests for arms exports for cash on a 
case-by-case basis. It was emphasised that the US Government v/as not planning 
to provide any equipment on a grant military assistance basis, or on credit, 
for the US had no interest in resuming its pre-1965 role as a major arras 
supplier tc the region. The Americans said that in assessing individual 
export requests they would take into account a number of factors including 

/the 
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the progress towards Indo-Pakistan 'normalisation', the effect of any 
particular sale on the outlook for regional peace and stability,tne relation¬ 
ship between US sales and those of other external arms suppliers, and the 
relationship of the request to the legitimate defence requirements in the 
region (120). 

66. The first major sale of military equipment under the new (1975) pclicy 

was agreed by the Americans in May 1976: the sale to Pakistan of the TOW 

anti-tank missile ana associated equipment (including some jeeps and armoured 

personnel carriers for use in mounting the TOW launchers), valued at about 

million. Other items under discussion with the Pakistanis on their 

"shopping list" presented to the Americans in December 1975 were estimated to 

cost £62-72 million (that fiscal year) (121). In December 1976 it was 

the 

reported in the press that/Pentagon had approved the sale to Pakistan of 110 

A-? bombers (subject to congressional approval which was not expected before 

the Carter administration succeeded President Ford's) (122). It was said 

that the offer of 110 A-7 bombers was to offset Pakistan's disappointment 

over the cancellation of the Franco/Pakistan agreement to build a nuclear 

fuel reprocessing plant. The US Secretary of State, Mr Kissinger, had told the 

this Franco/Pakistan nuclear 

Pakistanis in August 1976 that consummation of ./ deal would endanger 
American military and economic aid to Pakistan (125). 

Conclusion 

67. KJ-JG has (except for six months following the outbreak of the 1965 Indc- 
lakistan war) publicly maintained a policy of selling arms for cash to both 
India and Pakistan, but to some extent (and especially in 1971) this was 
modified by the scrutiny of individual arms sales, by the FCO, resulting from 
the need to obtain political clearance for the export of military supplies 
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* from the UK. 

68. CH'er the period as a wholeiHMG’s policy on defence sales to India and 
Pakistan has been determined more by sub-continental events than by changes 
in the British Government. However, since 1976 British national interests 
rather than sub-continental reactions, appear paramount in deciding HKG's 
policy on arms sales to India and Pakistan. 

69. No military aid has been given by HMG to India or Pakistan since 196 ^ 
(except the small sums spent on training servicemen) except in as far as 
there is a element of aid in giving ECGD cover. 

70 . The Americans decided in 195*+ to give military aid to the Pakistanis 
and tc equip the Pakistan armed forces with American equipment. (They 

showed little interest in India's professed pursuit of non-aligned neutrality). 
Their reactions to events in the Sub-continent in 1962 and in 1965 were, in 
the long term, largely counter-productive and led to a substantial injection 
of Chinese influence fend military equipment) into Pakistan (starting in 1963 ) 
and, from 19^5 1 Soviet influence and military hardware into India. 

71. Despite continuing attempts to increase domestic production, India and 
Pakistan will remain large, valuable and attractive markets for military 
equipment in the foreseeable future. Their current capacity to purchase is 
restricted by the non-availability of cash and the scarcity of credit. 
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ANNEX II 


(COP* from EL1192/9 of 1 95? 1) 


DEPARTMENT of state 


WASHINGTON D.C. 


November 29» 1950 


Excellency, 

I have the honor to address your Excellency concerning the request of the 
Government of Pakistan for the transfer of certain items of military supplies 
and equipment by the Government of the United States. There are certain 
assurances and undertakings by the Government of Fakistan which the Government 
of the United States must obtain before completing any transaction under 
Section 408 (e) of the Mutual Defense Assistance Act of 1949, (Public Law 3529, 
8lst Congress) as amended by rublic Law 621, 8lst Congress. 

The Department understands the Government of Fakistan is prepared to agree 
to use such items as may be provided to foster international peace and security 
within the framework of the Charter of the United Nations through measures 
which will further the ability of nations dedicated to the principles and pur¬ 
poses of the Charter to participate effectively in arrangements for individual 
and collective self-defense in support of those purposes and principles; and 
moreover, that the items to be provided by the Government of the United States 
are required by the Government of Pakistan to maintain its internal security, 
its legitimate self-defense or permit it to participate in the defense of the 
area of which it is a part; and that it will not undertake any act of aggres¬ 
sion against any other state. 

The Department understands also that the Government of Pakistan will 
obtain the consent of the Government of the United States prior to the transfer 
of ti*le to or possession of any equipment, materials, information, or services 
furnished, and that the Government of Pakistan will take appropriate measures 
to protect the security of any article, service, or information furnished. The 
Government of Pakistan also understands, the Department is informed, that the 
Government of the United States necessarily retains the privilege of diverting 
items of equipment or of not completing services undertaken if such action is 
dictated by considerations of United States national interest. 

Finally, the Department understands that the Government of Pakistan is 
prepared to accept terms and conditions of payment for the items transferred, 
to be agreed upon betv.een the Government of Pakistan and the Government of the 
United Stales, which accord with the terms of Section 4o8 (e) of the Mutual 
Defense Assistance Act of 1949, as amended. 

A reply by the Government of Pakistan to the effect that these understand¬ 
ings are correct will be considered as constituting an agreement between the 
Government of Pakistan and the Government of the United States. 

Accept, Excellency, the renewed assurances of my highest consideration. 

For the Secretary of State: 

George C. McGhee 


Hie Excellency 

M.A.H. Iepahani 

Ambassador of Pakistan 
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EXCHANGE OF LETTERS RETWEEN TIIE GOVERNMENT OF THE 
UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN 
IRELAND AND THE GOVERNMENT OF INDIA AGREEING 
TERMS AND CONDITIONS OF A SPECIAL DEFENCE CREDIT 
TO THE GOVERNMENT OF INDIA FOR ASSISTANCE 
TOWARDS THE MAZAGON DOCKYARD AND LEANDER 
FRIGATE PROJECT. 


No. 1 

The Secretary of State for Commonwealth Relations to the Minister of 
Defence, Government of India. 


Commonwealth Relations Office 

20 th November, 1964 
Sir, 

I have the honour to inform you that, in pursuance of discussions 
between our two Governments, die Government of die United Kingdom of 
Great Britain and Northern Ireland will make to the Government of India 
a Special Defence Credit (hereinafter referred to as the “ loan ”) of up to 
£4,700,000 ,o nisei payments due under contracts entered into between the 
Government of india and persons or corporations in the United Kingdom 
and approved by the United Kingdom Government, in respect of the re¬ 
construction of the Mazagon Dockyard at Bombay, and the construction 
there of Lcander Class Frigates. 

The loan shall l>e used only for goods or* equipment wholly manufac¬ 
tured in the United Kingdom or services supplied by persons or corpora¬ 
tions resident in the United Kingdom. 

The United Kingdom Government, on receipt from the Government of 
India of a request for the payment of sums due under the said contracts, 
with details identifying the contract under which and the goods and ser¬ 
vices in res pc t of which the payment is due and with a certificate by the 
contractor that the goods have been wholly manufactured in the United 
Kingdom or the services have been supplied by persons or corporations 
resident in the United Kingdom and accompanied where required by the 
United Kingdom Government by a certificate from the consulting engineers 
that the payments are so due, will make these payments out of the loan 
on behalf of the Government of India. No payment out of the loan will 
be made after 31st March 1971. 

Interest will be payable by the Government of India on each payment 
out of the loan by the Uniled Kingdom Government at the rate currently 
applied by the United Kingdom Treasury at the dale of each such payment 
to a loan for a comparable period out of the Consolidated Fund under 
Section 3(2) of the Export Guarantees Act 1949. Interest will be payable 
on each payment from the date upon which the payment was made. The 
United Kingdom Government will notify the Government of India on the 
occasion of each such payment by the United Kingdom Government giving 
the amount of the payment, the rate of interest chargeable and the terms 
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for payment. Interest due on the amount of the loan outstanding will be 
paid half yearly on 30th April and 31st October in each year. 

The Government of India will repay to the United Kingdom Government 
the amount of each payment made by them in pursuance of paragraph 1 
of this letter by 10 equal yearly instalments the first instalment being paid 
on 30th April in the second financial year (1st April to 31st March) follow¬ 
ing that in which the payment out of the loan was made. 

The Government of India may at any time repay the loan to the United 
Kingdom Government by paying to them the amount then outstanding 
with interest due thereon. 

I would be glad to have your confirmation that the Government of India 
accept the loan on the terms and conditions proposed in this letter and that 
this letter and your reply in that sense should be regarded as constituting 
an agreement between the two Governments. 

I have the honour to be, Sir, 

Your most obedient servant, 

ARTHUR BOTTOMLEY. 


No. 2 

The Minister of Defence, Government of India to the Secrctcr,' of State for 
Commonwealth Relations. 


*’ London 

20th November, 1964 
SlK, 

1 have the honour to acknowledge the receipt of your letter of 20th 
November, 1964, which reads as follows :— 

"I hare the honour to inform you that in pursuance of discussions 
between our two Governments, the Government of the United King¬ 
dom of Great Britain and Northern Ireland will make to the Govern¬ 
ment of India a Special Defence Credit (hereafter referred to as the 
“ loan ") of up to £4,700,000 to meet payments due under contracts 
entered into between the Government of India and persons or corpora¬ 
tions in the United Kingdom and approved by the United Kingdom 
Government, in respect of the reconstruction of the Mazagon Dockyard 
at Bombay, and the construction there of Leander Class Frigates. 

2. “ The loan shall be used only for goods nr equipment wholly 
manufactured in the United Kingdom or services supplied by persons 
or corporations.resident in the United Kingdom. 

3. “The United Kingdom Government, on receipt from the Govern¬ 
ment of India of a request for the payment of sums due under the said 
contracts, with, details identifying the contract under which and the 
goods and services in respect of which the payment is due and with 
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a certificate by the contractor that the goods have been wholly manu¬ 
factured in the United Kingdom or the services have been supplied by 
persons or corporations resident in the United Kingdom and accom¬ 
panied where required by the United Kingdom Government by a certifi¬ 
cate from the consulting engineers that the payments are so due, will 
make these payments out of the loan on bchalt of the Government of 
India. No payment out of the loan will be made after 31st March, 
1971. 

4. " Interest will be payable by the Government of India on each 
payment out of the loan by the United Kingdom Government at the 
rate currently applied by the United Kingdom Treasury at the date of 
each such payment to a loan for a comparable period out of the 
Consolidated Fund under Section 3(2) of the Export Guarantees Act 
1949. Interest will be payable on each payment from the date upon 
which the payment was made. The United Kingdom Government will 
notify the Government of India on the occasion of each such payment 
by the United Kingdom Government giving the amount of the pay¬ 
ment, the rate of interest chargeable and the terms for payment. In¬ 
terest due on the amount of the loan outstanding will be paid half- 
yearly on 30th April and 31st October in each year. 

5. “ the Government of India will repay to the United Kingdom 
Government the amount of each payment made by them in pursuance 
of paragraph 1 of this letter by 10 equal yearly instalments, the first 
instalment being paid on 30th April in the second financial year (1st 
April to 31st March) following that in which the payment out of the 
loan was made. 

• 6. “ The Government of India may at any lime repay the loan to the 
United Kingdom Government by paying to them the amount then out¬ 
standing with interest due thereon. 

7. “ I would be glad to have your confirmation that the Government 
of India accept the loan on the terms and conditions proposed in this 
tetter and that this letter and your reply in that sense should be 
regarded as constituting an agreement between the two Governments.” 

I confirm that the Government of India accept the loan referred to in 
your letter on the terms and conditions proposed therein and that your 
letter and this reply should be regarded as constituting an agreement 
between the two Governments. 

Yours faithfully, 

Y. B. CHAV AN. 


Printed in Pngland and published by 
Her Majesty’s Stationery Office 

(32236) Wt. *24—2013 Kll 12/64 Sl.S. 
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ANNEX IIII 


(Dated ? April 196?) 
from SL 10/5, Part A, 
folio 3/EL 


EMBASSY OF THE UNITED STATES OF AMERICA 
LONDON 

SECRET 

AIDE-MEMOIRE 

After full consideration of alternatives, the United States has concluded 
that it should follow a policy toward India and Pakistan designed to limit arms 
acquisition, to restrain military expenditures, to reduce the possibility of 
military confrontation, and to encourage highest priority allocation of 
resources tc agricultural and economic development. 

The supply of military equipment by the United States should be governed 
by this policy. It is hoped that the United Kingdom, Federal Republic of 
Germany, France, and the Soviet Union will follow similar restraints in their 
military supply policies toward India and Pakistan. 

Initially, this policy will include: 

A. Withdrawal of KAAG (Pakistan) and USMSMI, making alternative, limited 
arrangements for providing such military representation, inspection, and super¬ 
vision of sales and training as may be required. 

B. Steps to prevent the sale by third countries tc India and Pakistan of 
military equipment which (a) include United States technology and. components, 

(b) is produced in the United States or (c) is co-produced with the United 
States, except when the United States has determined that such sales contribute 
to arms limitation or reduced defense expenditures. 

C. Indicating to India and Pakistan that, although the United States 
remains unwilling to contribute to the augmentation of the military establishment 
of either country through the sale of lethal military equipment, it is willing 

to consider on a case by case basis the sale of spare parts for previously 
supplied lethal equipment when there is a clearly established critical need and 


SECRET 



SECRET 



’SECRET 


AIDE-MEMOIRE 
PAGE TWO 

when such sales contribute to arms limitation or reduced military expenditures 
and the maintenance of a reasonable military balance between the two nations* 
The question is not now before the United States as to replacing an end item 
of United States origin should that item be totally destroyed through accid¬ 
ental loss. That contingency will be considered when it arises. 

D. Indicating to India and Pakistan our willingness to reinstitute train¬ 
ing in the United States for a limited number of key Indian and Pakistani 
military personnel under MAP. 

E. Disbursement of remaining obligated IY-6? credit sales funds only 
where such expenditures will contribute to United States security interests, or 
to support of the general policy of arms limitation. Credit sales sh~ll be for 
r»on-lethal items only. 

Embassy of the United States of America 
London, April 7, 1967 
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Foreign and Commonwealth Office 
London S.W. 1 

11 September 197^ 


Defence Salop to Pakistan 

I am sorry we have taken so long to reply to your letter of 27 June about 
future policy on defence sales to Pakistan. 

What follows has been agreed with the Ministry of Defence, the Treasury 
and ECGD, and this has taken a little time. Ministers have decided that our 
future policy on defence sales to Pakistan should be based on the following: 

(a) while Pakistan remains in default on some private debt, sales on 
credit will be ruled out, as they have been for the last two years: 
i.e. no special exception to the ECGD rules wi!3 be made for 
Pakistan; Pakistan must therefore continue to pay cash for all 
purchases including arms; 

(b) within this framework all requests from Pakistan will be looked at 
on their merits taking into account the various factors mentioned 
in my letter of 27 Jtine; 

(c) in view of the considerations set out belov; we should be able to 
be more responsive to Pakistani requests. 

We believe that this relaxation in our attitude to Pakistan can be sus¬ 
tained without severe damage to our interests in India. The Indian nuclear 
explosion has brought about a new situation on the sub-continent. India's 
paramountcy has been demonstrated, even more vividly than during the 1971 ’war. 
The standard Indian argument against arms sales to Pakistan has been that such 
sales encourage Pakistan to enter into costly military adventures with India. 
This argument lost some of its force after 1971 when India's overwhelming 
military superiority was demonstrated, but after the Indian nuclear explosion 
we do not think that it is any longer possible to imagine the Pakistanis making 
a preemptive attack on India. Thus it would now be more difficult for the 
Indians (who know this) to argue convincingly that Pakistan night be tempted 
into military adventures by the mere acquisition of new and more efficient 
weapons. 

Since Pakistan feels threatened by India more than ever before we can be 
cure that Pakistan will get what defence equipment she can wherever she can. 

By depriving ourselves of sales, as we have done during the past two years, we 
would not deprive Pakistan of equipment. 


/We do not 


Lord Bridges, 

10 Downing Street. 
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We do not. propose to tell the Pakistanis of our greater flexibility. As 
you know, when Mr Ennals saw the Pakistan Minister of State for Defence and 
Foreign Affairs, Mr Aziz Ahmed, he explained to him that we did not operate 
an embarge on the sales of arms to Pakistan but looked at each request on its 
merits. This basic position has not changed and if the Pakistanis have the 
cash to buy they will find out soon enough that we are prepared to be more 
forthcoming than we were. 

I am sending copies of this letter to Robson (Treasury), Chapman (ECGD), 
and Nicholls (MOD). 


(R. N. Dales) 
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Foreign and Commonwealth Office 
London SW1A2A1-I 


Telephone 01 - 


Your reference 


J C W Eushell Esq CMG 
ISLAMABAD 


Our reference 


Date 17 September 1976 


PAKISTAN : DEFENCE SALES 

1. Many thanks for your letter of 14 September, about policy on sales of 
defence equipment to Pakistan. 

2. I hope I can make things clearer. The Foreign and Commonwealth Office 
only comes into arms sales in the sense that the Ministry of Defence ask us 
in every case whether there is "political objection" to the supply of a 
piece of equipment to a particular country. The grounds for raising objection 
might be either our relations with that country or its aggressive policies 
towards someone e-lse or the political situation in the area in which it lies. 

In the case of Pakistan, I dc not regard it as 1ydng in an area of political 
tension, I do not foresee Pakistan attacking any of her neighbours unprovoked, 
and I see no reason for refraining from selling to Pakistan any weapons we 
would normally release to any ally outside NATO. There may also be security 
objections to a sale, in the sense that highly classified technology could 
fall into the wrong hands: that is a matter for the Ministry of Defence. In 
addition, there is the "terrorist" threat in the case of things like man- 
portable ground-to-air missiles: we are consulted on the risks of such weapons 
(as distinct from their technology) finding their way into the wrong hands. 

5 . Of course India comes into our political assessments (as Pakistan does 
the other way round), but I am not disposed to be told by third countries 
what we may or may not sell and in every case we give our advice on the 
political aspects of a sale in terms of British interests, not someone else’s. 

I regard circumstances as having moved on since 197 ^ and the early months of 
1975 * and I cannot think of any piece of equipment I would now want to raise 
political objections to for Pakistan, except a weapon that could have no 
reasonable purpose other than that of deliberate aggression. If you look at 
the record over the past two years I think you will find that the only 


/constraints 
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constraints on sales have in fact been financial (lack of credit) and the 
reluctance of the Pakistan Government to place or go through with an order. 

4. I hope that this solves ycur uncertainties and those of your Defence 
Attache. If what I have said is not in line with his current instructions 
from the Ministry of Defence it must be for them to make any amendments to 
those instructions; but if that is the case it might be useful for us to 
discuss during mi' visit to Islamabad what needs to be done. I have ventured 
to amend his statement of current fCO "guidelines” and enclose a copy. 


H J O'Neill 

Head of South Asian Department 


Enc 
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PAKISTAN : GUIDELINES FOR ARMS SALES 


1. Defence equipment is a useful potential export tc Pakistan as well as 
to other countries. 

2. The Ministry of Defence ask the PCO whether there are political 
objections to any order, and also consider it themselves. Each firm 
request from GOP is assessed separately cn its merits. 

3- The FCO will advise against allowing a sale only where: 

a. In our view a sale would have serious implications for the 
stability of the sub-continent, or a weapon could be intended 
only fer offensive and not defensive purposes; though the line is 
difficult to draw between what is offensive a'»d defensive. 

b. The weapon could conceivably reach the hands of the PLG type 
terrorists. 

4. The MOD will not agree to a sale if: 

a. Any of the technology involved is too sensitive to risk reaching 
China or the Soviet Union via Pakistan. 

5* Sales can only take place on a strictly commercial cash basis. No 
Government assistance is available for special credit or soft loans. 
This covers arms produced by the Royal Ordinance factories as well as 
civilian firms. 
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